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As you know, the phase-out of the anti-inflation program begins 
on April 14, as announced by the Minister of Finance in the House 
of Commons, October 20. The expiry date for the program is 
December 31, 1978, and a variety of amendments have been made to 
the Anti-Inflation Act to ensure an orderly withdrawal from the 
controls program. 


This package provides you with decontrol information as it relates 
to both prices and profits and compensation. It includes also the 
amended regulations and the comments of the Finance Minister in his 
October 20 Economic and Fiscal statement. 


As in the past, please contact the staff at the Anti-Inflation Board 
should you have any questions not answered by this material. 
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Canadian Building 


219 Laurier Ave., West, 


P.O, Box No. 1750, 
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4 Commission de lutte Anti-Inflation CAT AL 
Dr contre I'inflation Board 


March 3a 1977, 


Dear Librarian: 


In the course of our communications activities at the 
Anti-Inflation Board we have produced and collected a 
wealth of background material dealing with the causes, 
nature and dangers of inflation. 


We feel that these documents should be made available 

to aS many Canadians as possible. They have already 
been distributed to most high schools across the country, 
and to a number of other educational institutions. 


In the belief that a number of your members might seek 
information on inflation from your shelves, we have 
packaged a number of pamphlets and brochures in a folder 
for ease of handling and we are sending this material to 
libraries across Canada. 


We would be pleased to know whether you find this format 
useful for your purposes. Additional copies of the kit 
are available, free of charge, if required. 


Yours Sincerely, 


C2 ae 


i5.C.. MOLrison, 
Director General, 
Communications Branch 


Immeuble Canadien Canadian Building, 
219 ouest av, Laurier 219 Laurier Ave., West 
E.Penos 750 P.O. Box No, 1750, 
Succursale postale '*B’’ Postal Station "B’’, 
Ottawa, Ontario Ottawa, Ontario, 

K1P 6B1 K1P 6B1 


AIB-/6-132 


Digitized by the Internet Archive 
in 2024 with funding from 
University of Toronto 


https://archive.org/details/31/61120625314 
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Anti-Inflation | Commission de lutte 
Board contre l'inflation 


This Glossary of Terms is designed to provide a useful 
guide to the vocabulary of the anti-inflation program. 
The explanations are as brief and as simple as the sub- 
ject allows. The comprehensive legal definitions are 
provided in the Anti-Inflation Act and Guidelines, 
available at District Taxation Offices. 


The Glossary is divided into three sections: general 
terms, (page 3); terms that apply to the guidelines on 
Prices and Profits (pages 3 and 4); and terms applying 
to the Compensation guidelines (pages 5 to 6). 


AIB-76-132 


P.O. Box No. 1750, Postal Station °B” 
Ottawa, Ontario K1P 6B1 


Index to Glossary of Terms, Anti-Inflation Program 
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GENERAL 


Administrator - is the official appointed by the government, 
independent of the AIB, who is responsible for investigating 
contraventions of the guidelines and enforcing compliance where 
necessary. 


Anti-Inflation Appeal Tribunal - is a government appeal board 
independent of the AIB, where those whom the administrator has 
found contravening AIB guidelines may plead their defence. 


Anti-Inflation Board is the body established in October, 1975, 
to apply a program of guidelines to restrain prices, profits and 
wages, in order to reduce inflationary pressures. 


Guidelines - are the Anti-Inflation Board regulations which 
companies are being asked to follow in order to restrain 
inflationary increases in prices and profits, compensation, 
dividends and professional fees. Details on these increases are 
submitted in a series of formal financial reports by selected 
companies to the AIB at regular intervals. 


Inflation - is an increase in prices and incomes that is 
unrelated to actual productivity and thus diminishes the buying 
power of the dollar. 


National Benchmark - is the scale of wages, prices and profits 
in existence on October 14, 1975. 


PRICES AND PROFITS 


Adjusted Operating Profit is the gross revenue from operations 
minus allowable costs. (Guidelines —- Parts 1, 5, 6 and 7: 
Interpretation) 


Allowable Costs are the expenses involved in producing a product 
or service. Among items not included under allowable costs are 
capital losses, income taxes, and wages that exceed the 
guidelines. (Guidelines -- Parts 1, 5, 6, and 7: 
Interpretation; Bulletin AI-14-P) 


Associated Corporations are any group of companies already 


treated as associated corporations under the Income Tax Act, or 
companies that are linked through common ownership, management 
or financial affairs. (Anti-Inflation Act. 3(4)) 


Base Period is the fiscal period against which compliance is 


measured. | (Guidelines -= Parts 1, 5, 6, and 7: 


Interpretation) 


Base Period Report summarizes the firm's operations during the 
Dennen ee 


Base Pericd and establishes a basis against which its future 
performance can be measured. 
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Compliance Period is any fiscal period during which a firm must 
control its prices and profits along the lines suggested in the 
Guidelines. (Guidelines -- Parts, 1, 5, 6, and 7: 
Interpretation) 


Compliance Period Report shows how prices and profits comply 
with the guidelines and if the firm has generated any excess 


revenue. 


Compliance Plan gives details of a firm's plan either to cut 
prices and/or absorb cost increases where excess revenue has 
made it necessary to bring the profit margin within guideline 
limits. (Bulletins AI-1-P-Revised, AI-28-P, AI-34-P) 


Dividend Restraints allow a company to raise annual dividends by 
eight per cent after October 15, 1976. (Bulletins AI-11-P, 
AI-8-P-Revised) 


Distributor is a supplier whose trade or business is purchasing 
a product and, without changing it substantially, reselling it 
to others. (Guidelines -- Parts 1 and 7: Interpretation; 
Bulletin AI-10-P-Revised) 


Non-Arm's-Length Relationship refers to companies that are 
connected to each other by a parent company or are otherwise 
associated. 


Prenotification refers to the advance notice (given in a Price 
Prenotification Report) which major firms must file with the AIB 
justifying a planned price increase. 


Professionals are individuals or firms who supply professional 
services for a fee. The AIB guidelines apply specifically to 
architects, chiropractors, dentists, engineers, lawyers, 
notaries, optometrists, physicians, public accountants, 
surgeons, veterinarians and actuarial, business, economic, 
financial and management consultants. (Guidelines -- Part 2: 
Interpretation; Bulletin AI-15-P) 


Restricted Expenses apply to advertising, political 
contributions, management fees, training and landscaping, which 
may not be counted as allowable costs to the extent that they 
increase at a faster rate than a company's gross revenue from 
operations. (Guidelines -- Parts 1, 5, 6, and 7: 
Interpretation; Bulletin AI-13-P-Revised) 


Suppliers are individuals or companies engaged in selling or 
leasing goods and services who are subject to the guidelines. 
(Anti-Inflation Act, sub-section 2(1); Bulletin AI-5-P-Revised) 


Target Net Margin Percentage refers to the ratio of adjusted 
operating profit to gross revenue from operations that is 
allowed under the new rules. This represents 95% of the base 
period percentage for the distribution part of a business, and 
85% for the non-distribution part. (Guidelines -- Parts 1, 5, 6 
and 7: Interpretation) 


COMPENSATION 


Arithmetic Guideline is the combination of three factors used to 
determine the maximum permissible increase in compensation for 
any group: a Basic Protection Factor, a National Productivity 
Factor, and an Experience Adjustment Factor. (Guidelines -- 45) 


Base Date is normally the expiry date of the last collective 
agreement or compensation plan entered into prior to October 14, 
1975. (Guidelines -- 38; Bulletin AI-4-C) 


Base Year is the twelve month period ending on the Base Date. 


(Guidelines -- 38) 


Basic Protection Factor can be considered as the cost-of-living 
component of the permissible increase. It is set at eight per 
cent in the first program year, six per cent in the second, and 
four per cent in the third. If, in any year, the increase ia 
the Consumer Price Index exceeds the percentage level of the 
Basic Protection Factor for that year, the difference will be 
added to the increase allowed in the Basic Protection Factor for 
the following year. (Guidelines -- 46) 


Compensation is a general term covering wages and salaries; 
benefits such as vacations, statutory holidays, overtime and 
other premium pay, and employer contributions to health 
insurance programs and pension plans; direct and indirect 
incentive plans; perquisites such as the use of an automobile, 
travel passes, and discounts on merchandise. (Anti-Inflation 
Act, 2(1); Bulletin AI-3-C) 


Employee Group refers to a bargaining unit, executive group, or 
grouping of employees by an employer in order to determine and 
administer the compensation of employees in the group. 
(Guidelines -- 38; Bulletin AI-2-C) 


Experience Adjustment Factor is an adjustment of up to two per 
cent per year which will permit an additional increase for 
groups that have fallen behind in the last two or three years 
relative to the increase in the Consumer Price Index and will 
reduce the permissible increase for groups that have received 
relatively large increases during that period. (Guidelines -- 
48) 


Guideline Year is the twelve month period following the Base 
Date. (Guidelines -- 38) 


Historical Relationship may be considered to exist for the 
groups concerned where, for a period of two or more years prior 
to October 14, 1975, the groups have had a demonstrable 
relationship with each other or where, prior to October 14, 
1975, the rates for benchmark jobs in each group were identical. 
In addition, the employees in the groups must have the same 
employer, be employed in the same industry or be in the same 
local labour market and must perform work that is related to the 
same product, process or service. (Guidelines -- 44(2)) 


Indirect Incentive Plan means a plan under which the compen- 
sation of an employee is determined by the performance or 
profitability of the employer, by the performance of, or the job 
or position held by an employee. It may be in the form of 
shares or of an option or a right to acquire shares, a profit 
sharing plan, bonus plan, performance award plan, employer- 
assisted stock purchase plan, stock plan, or an arrangement 
under which payments are contingent on the achievement of 
pre-determined objectives. It does not include a deferred 
profit sharing plan as defined in subsection 147(1) of the 
Income Tax Act. (Guidelines -- 57(1); Bulletin AI-16-C) 


Minimum Increases for Lower Paid Employees refers to the 
provision in the Guidelines which permits the wages or salary of 
an employee to be increased beyond the normal arithmetic 
guideline to $3.50 per hour in the first program year, $3.75 in 
the second and third program years, or by $600 a year, whichever 
results in the greater increase. (Guidelines -- 43(2); Bulletin 
AI-7-C-Revised) 


National Productivity Factor is a two per cent increase allowed 
in each guideline year which represents the long term trend of 
productivity increase. (Guidelines -- 47) 


Program Year - The program years are the same for everyone. The 
first is the twelve month period beginning on October 14, 1975. 
The second is the twelve month period beginning on October 14, 
1976. The third is the twelve month period beginning on October 
14, 1977. (Guidelines -- 38) 


Special Consideration may be granted, at the discretion of the 
Anti-Inflation Board, for increases in excess of normal 
permissible amounts where a group has a historical relationship 
with another group or where a compensation plan was entered into 
before January 1, 1974, and expired before October 14, 1975, 
without a new plan being established prior to October 14, 1975. 
(Guidelines -- 44(1)) 
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Anti-Inflation Levy on Export Sales December 18, 1975 


Export revenues in excess of anti-inflation guidelines weuld 
be subject to a 100 per cent export levy under proposals 
announced today by Finance Minister Donald S. Macdonald. 
Refunds of the levy would be made under certain conditions. 


As announced in the anti-inflation program on October 14, 
1975, the levy will become effective from that date. The 
levy is described in a ways and means motion tabled in the 
House of Commons today. Legislation will be introduced early 
in the new year after further consultation with interested 
parties. This paper outlines the proposed legislation and 
regulations. 


The proposals: 


- recognize the value to Canada of obtaining the prices 
established by international markets for Canadian products; 

- ensure that Canadian customers of exporting firms are 
adequately supplied; 

- ensure that exporting firms maintain their competitive 
position internationally; 

- direct refunds of the export levy towards national goals. 


Firms Subject to the Levy 


In general terms, the export levy would apply to firms in the 
private sector which are subject to enforcement of the anti- 
inflation guidelines on price and profit margins, and whose 
export sales in their last full fiscal year ending prior to 
October 14, 1975, exceed the lesser of 10 per cent of their 
total sales in that year or $5 million. Where the export 
sales of such firms in that year were below the threshold 
amount, they could nevertheless elect to be subject to the 
export levy if they chose to do so. 


The levy would also apply to Canadian branches of foreign 
firms which are subject to enforcement of the anti-inflation 
guidelines on price and profit margins. Foreign branches and 
subsidiaries of Canadian firms would not be subject to the 
levy. 
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Prélévement anti-inflation sur les ventes 4 1'exportation 
Illustration de la procédure de recouyrements 


Prélévement sur les exportations 


Moins —- Partie non recouvrable - 102 
Recouvrement possible 


Supposons un programme d'investissement approuvé de $78, réparti comme suit: 


Pendant et aprés la période de contr 
la date du recouvrement prescrit (1 

Aprés le recouvrement prescrit (1) mais pendant les 10 années 
suivant la fin du programme de controle 


ec, soit jusqu'a 


Recouvrements 


Gagnés sous forme d'investissement avant la date prescrite - 
Recouvrement prescrit - 
Maximum - 75 p. cent du prélévement 4 1'exportation 


Moins - partie gagnée d'avance 75/90 (ou 5/6) de $48 
Gagné par d'autres investissements 15/90 (ou 1/6) de $30 


Le recouvrement prescrit serait disponible 4 a 


une date postérieure 4 trois ans de la fin des contr6les et 
dans les dix années qui suivent. 


Une société qui aurait fait un autre investissement de $12 (pour atteindre le maximum de $90), aurait regu 
toute le recouvrement possible. 


Calculation 


Margin Rule 


Optional Rule 


Firms subject to the levy would allocate their revenues and 
costs between their domestic and export business. Except for 
the one-price system referred to below, the export levy would 
apply only to the export business. 


The levy on export sales would generally be the excess of 
actual revenue over the target amount determined under the 
net pre-tax margin rules for the domestic program. For this 
purpose, however, the margin rules would be applied to the 
entire export business, and not on the basis of product lines 
as under the domestic program. Where the export revenue was 
less than the target amount in a year, the deficiency could 
be carried back one year or to subsequent years to reduce 
excess revenue on export sales in those other years. 


As a general limitation, the export levy payable for any 
fiscal year could not be greater than the firm's total excess 
revenue (domestic and export) as determined under the net 
pre-tax margin guidelines on its total business for that 
year. 


As an alternative to the margin rule for export sales, a firm 
could elect to use the domestic guidelines in their entirety 
to determine its excess revenue on export business. This 
would entail the use of the unit cost rule for individual 
products, the net margin rule by product line, etc. as under 
the domestic system. 


One-Price System 


Generally speaking, firms selling in both the Canadian and 
foreign markets would be expected to price Canadian sales 
within the domestic guidelines, and to price foreign sales at 
international prices. Canadian prices in excess of the 
guidelines would be viewed as a contravention of the domestic 
guidelines. 


However, it may be difficult for some firms to maintain 
different prices for a product or product line at home and 
abroad. If the Anti-Inflation Board finds that it is im- 
practical or harmful to the national interest for the firm to 
use a two-price system, the company may use uniform pricing 
domestically and outside Canada. Decisions of the Board on 
this issue would be subject to review by the Cabinet. Under 
such a one-price system, the exporting firm could sell 
domestically at the international price without contravening 
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Payment 


Refunds 


the domestic guidelines. In these circumstances, the export 
levy would apply to domestic sales as well as export sales, 
and the portion of the levy on domestic sales would not be 
refundable. 


A corporation subject to the levy would be expected to estimate 
the amount of the levy for a fiscal year and to make instal- 
ment payments. The amount and timing of the payments, as 

well as financial penalties for non-compliance, would be the 
same as for the corporation income tax. Monthly instalments 

of the levy could therefore be based on the lesser of the 
previous year's levy or the estimate of the current year's 
levy, and the clean-up payment would be two months after the 
fiscal year-end. No payment would be due until one month 
after the passage of the export levy legislation. 


Refunds earned by investments as described below could be 
offset against instalments of export levy payable. 


The Administrator of the anti-inflation program would be 
responsible for handling payments, returns, investigations, 
assessments, and refunds. Whether an amount is payable in a 
year or not, a firm subject to the levy would be expected to 
file an annual return with the Administrator and the Board. 
The Administrator's assessments could be appealed to the 
Anti-Inflation Tribunal. 


Ninety per cent of the levy would be refundable on a $1-for- 
$1 basis for a company's investment in approved projects in 
Canada which 


- contribute to employment, 

- maintain or improve productive facilities, 

- explore for or develop oil, gas and mineral 
resources, 

- increase research facilities, 

- improve the environment, or 

- conserve energy. 


Investments qualifying for refunds must be approved within 
five years of the end of the control period, and made between 
the commencement of the anti-inflation program on October 14, 
1975, and ten years after its termination. A committee 
composed of the Minister of Industry, Trade and Commerce and 
the Minister of Energy, Mines and Resources would have 
authority to approve investment programs. 
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Seventy-five per cent of the original levy, to the extent it 
has not already been effectively refunded for approved 
investments made, would be refundable to the firm at a date 
to be prescribed by the Governor-in-Council. This date would 
not be earlier than three years after the end of control 
period nor later than ten years thereafter. 


Approved investments made after the prescribed date and 
within ten years of termination of the control period could 
still earn the balance of the 90 per cent refund. 


The potential refund could be reduced where the Administrator 
has reasonable grounds to believe that the firm has voluntarily 
cut back on supplying his Canadian customers in favour of 
supplying foreign customers. For example, where a firm's 
domestic sales decreased while its export sales increased, 

the refund might be reduced unless the firm could demonstrate 
clearly that the domestic decline was due to a factor which 
arose prior to introduction of the anti-inflation program, to 
increased competition, or to a real decline in Canadian 

demand. 


Other Provisions 


Products such as crude oil which are exempt from the domestic 
guidelines would be similarly excluded from the export levy. 


The levy would not apply to services, such as engineering or 
professional services, supplied abroad by Canadian residents. 
However, such services would remain subject to the domestic 
guidelines. 


Where a firm has business establishments inside and outside 
Canada, a delivery of commodities from Canada to the foreign 
establishment would be deemed to be an export sale at a price 
equal to fair market value. 


The export levy would be deductible in determining income 
under the Income Tax Act, and refunds of the levy would be 
included in income when received. 


The federal government will enter into arrangements with the 
provinces for sharing of revenues retained from the levy. It 
is proposed that the federal and provincial governments share 
the levy in proportion to their relative occupancy of the 
corporate tax field, and that the allocation of the provin- 
cial share among provinces would be based on the existing 
allocation of corporate taxable income. 
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INTRODUCTION 


Canada is in the grip of serious inflation. 


If this inflation continues or gets worse there is a grave danger that 
economic recovery will be stifled, unemployment increased and the nation 
subjected to mounting stresses and strains. 


It has thus become absolutely essential to undertake a concerted national 
effort to bring inflation under control. 


There are no simple or easy remedies for quickly resolving this critical 
problem. The inflationary process in Canada is so deeply entrenched that it can 
be brought under control only by a broad and comprehensive program of 
action on a national scale. 


This paper outlines the measures being proposed by the federal govern- 
ment and the obligations that the provincial governments and Canadians 
generally are being asked to assume. 


Our continuing commitment as a nation to the goal of achieving price 
stability must be seen as part and parcel of our continuing commitment to the 
goal of achieving high and stable levels of employment and real incomes. 


THE PROBLEM CONFRONTING US 


The problems that inflation creates were clearly spelled out in the budget 
of June 23, 1975: 


In its present cost-push form, inflation threatens to price our goods out of 
world markets and to lessen the capacity of our business firms to expand 
their operations. It disrupts financial markets and impairs rational planning 
by business and government. It undermines the effectiveness of the 
traditional instruments of demand management policy to keep the econo- 
my on course. When inflation reaches a certain point, the stimulation of 
spending may simply lead to higher prices rather than more goods and 
more jobs; in the longer run, it actually makes unemployment worse. 


Not only that, but inflation ultimately inflicts grievous damage to the fabric 
of society. It lowers the living standards of those on fixed incomes, 
including pensioners. It leaves people without reliable, understandable 
guideposts by which to arrange their economic affairs. It injects grave 
uncertainty into decisions on family budgets, housing, savings and provi- 
sion for old age. It provokes deep frustration, social tension and mistrust 
of private and public institutions. Collective bargaining is embittered. 
Industrial relations are damaged. We in Canada are already beginning to 
live some of these experiences. 


Inflation is a dynamic process which feeds upon itself. In the absence of 
strong measures to bring it under control, the kind of severe and prolonged 
inflation we have been experiencing tends to generate expectations of further 
inflation and defensive responses to these expectations which, unfortunately, 
serve only to confirm them later on. 


The risk has mounted that both the rate of inflation and the rate of 
unemployment will rise in the months and years ahead if no decisive action is 
taken. This is unacceptable to the government. The evidence of widespread 
and deep-seated concern in the country shows that it is unacceptable to all 
Canadians. 


The severity of the problem is compounded by the need for further 
increases in the relative prices of some forms of energy, of some commodities, 
and perhaps of some classes of rents if necessary supplies of energy, com- 
modities and rental housing are to be forthcoming. In addition, the steepness 
of the increase of average wages over the recent past means that those groups 
that have not had recent adjustment have tended to fall seriously behind. They 
will have to have some chance to catch up. Thus, we have to get the average 
rate of increase of prices and incomes down while allowing these particular 
increases in prices and incomes to occur. 


Faced with this situation, the problem is not just to get over the worst of 
our current troubles, difficult as that is likely to prove. It is to reduce inflation in 
ways that do not store up further trouble for the future, and to find ways of 
improving the structure of our economy so that the same troubles do not recur. 


THE GOVERNMENT’S PROGRAM FOR ATTACKING INFLATION 


The program that the government is setting in motion has four main 
elements: 


(1) Fiscal and monetary policies aimed at increasing total demand and 
production at a rate consistent with declining inflation. 


(2) Government expenditure policies aimed at limiting the growth of public 
expenditures and the rate of increase in public service employment. 


(3) Structural policies to deal with the special problems of energy, food 
and housing, to ensure a more efficient and competitive economy and to 
improve labour-management relations. 


(4) A prices and incomes policy which establishes guidelines for respon- 
sible social behaviour in determining prices and incomes of groups, 
together with machinery for administering these guidelines and ensuring 
compliance where necessary. 


The government is convinced that the full participation of provincial 
governments and of the major interest groups in the community will be 
essential to the success of this program of action. As an integral part of the 
program, intensive consultations with the provinces and with representatives of 
business, labour and other interest groups are being arranged. The govern- 
ment is entering into these consultations anxious to hear the views and 
suggestions of others for improving the program. 


FISCAL AND MONETARY POLICIES 


The success of the government’s whole program for achieving a progres- 
sive lowering of the rate of inflation, together with a sustained recovery of the 
growth of output and employment, will depend crucially on its success in 
keeping the over-all level of demand in the economy growing at a pace 
consistent with successively lower rates of price increase. 


This is the central task of fiscal and monetary policy. The government has 
repeatedly emphasized its rejection of the use of severe monetary and fiscal 
restraint to stop inflation at heavy immediate cost in terms of unemployment 
and foregone output. It also rejects the notion that the guidelines will allow 
fiscal and monetary policy to be directed solely at the unemployment aspect of 
the current problem. Lowering the rate of inflation and reducing the level of 
unemployment must go hand in hand, and can only be gradual. It is essential 
for the success of any prices and incomes policy to avoid too rapid 2 rate of 
growth of demand and the development of excess pressure on resources. In 2 
situation in which inflationary expectations are still unsettled, a monetary policy 
which permitted excessively rapid expansion of the money supply in an attempt 
to produce artificially low interest rates could not succeed. It would, in fact, be 
counterproductive. The government’s clear determination not to accommodate 
continued high or increasing inflation must be embodied not only im orices and 
incomes policy, but also in the settings of fiscal and monetary policy. 


The fiscal stance set in the June 23, 1975 budget, together wit the 
announced intention of the Bank of Canada to allow the money suppiy to 
expand at a rate consistent with moderate real growth and a decline im the rate 
of inflation, constitutes an over-all demand management policy consistent with 
these objectives. 


GOVERNMENT EXPENDITURE POLICIES 


In recent years, the federal government has introduced many new pro- 
grams and expanded existing programs for the benefit of Canadians. Inevitably 
these steps have been reflected in rising expenditures. In particular, the federal 
government has endeavoured to offset the effects of inflation on those most 
vulnerable to it by amending much of its social welfare legislation so that 
payments of many benefits rise automatically with the cost of living. The federal 
budget has also borne a major portion of the cost of unemployment insurance. 


The rising trend of increasing government expenditures has not been 
unique to the federal level of government. 


GOVERNMENT EXPENDITURES AS A PER CENT OF THE GROSS 
NATIONAL PRODUCT 


(exclusive of intergovernmental transfers) 


1965 1970 1974 1972 1973 1974 


Total federal govern- 


ment 12.9 13.8 14.0 15.0 14.6 16.1 
—excluding _ trans- 
fers to persons 8.7 9.1 9.0 9.0 8.8 9.9 
Total provincial govern- 
ments 6.8 10.2 Vie ite 10.8 11.3 
—excluding __ trans- 
fers to persons 5.0 Vial 7.9 8.1 1h) 8.3 
Total local govern- 
ments 8.1 9.4 9.1 8.8 8.3 8.3 
Hospitals 2.1 2.8 2.9 2.8 2.7 2.8 
Pension Plans — .2 “2 3 3 4 
Total all governments 29.9 36.4 37.7 38.2 37.0 39.1 


Source: Statistics Canada, “National Income and Expenditure Accounts”’. 


This table shows that the expenditures of all governments have risen faster 
than the economy as a whole. But especially at the federal level, the growth has 
been most concentrated in transfers to persons, such as pensions, family 
allowances and unemployment benefits. Other kinds of federal expenditure 
maintained an almost constant 9 per cent relationship to the gross national 
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product until 1974. Since then they have been rising largely because of the 
subsidy on imported oil. 


A very large proportion of the federal government’s expenditures are 
made under statutory programs, and other arrangements where there is little 
flexibility. 


Some 56 per cent of the budgetary expenditures approved for the start of 
the fiscal year 1975-76 were for payments under statutory programs. These are 
detailed in the following table. 


($ Millions) 
STATUTORY PAYMENTS 
Old Age Security and Guaranteed Income Supple- 
ment 3,969 
Interest on the public debt 3,575 
Fiscal transfers to provinces 2,469 
Family allowances 2,007 
Hospital care 1,546 
Unemployment insurance—government cost 890 
Medicare 862 
Canada Assistance Plan 701 
Post-secondary education assistance Salil 
Military pensions 330 
Railway subsidies—maintenance of branch lines 196 
Payments to Quebec in lieu of conditional grants 156 
Other statutory expenditures (crop insurance; guar- 
anteed loans; forgiveness of winter works loans; 
salaries and pensions for judges, senators, and 
members of parliament; RCMP pensions; etc.) 664 
Total 17,876 


Contractual payments such as payments to the provinces under the 
manpower training program and certain CMHC housing and sewage programs, 
and fiscal transfers to the territories account for a further 3 per cent of 
expenditures. 


Another 3 per cent is accounted for by formula payments, such as 
veterans pensions and aid to developing countries. 


Another 9 per cent is accounted for by such essential support programs as 
consumer subsidies on petroleum products, programs relating to Indians and 
Eskimos, grants for regional economic expansion, and manufacturing milk 
subsidies to farmers. 


The defence program accounts for another 8 per cent. 


The operating deficits of the Crown corporations such as the CBC, Atomic 
Energy of Canada, etc., account for a further 2 per cent. 


All other expenditures, including the construction of public buildings, the 
operation of the Post Office and airports, the RCMP, inspection services and 


all the other costs of running the government account for only 19 per cent of 
expenditures. 


Thus there is little scope for the government to reduce expenditures—or 
the growth in expenditures—without affecting one or more of the following: 


— transfer payments which directly affect the welfare of individuals, 
equalization payments to provinces and other transfers paid to prov- 
inces as a one-half share of their major social programs; 


— programs of essential support such as those designed to assist 
research and development, to help the development of our native 
peoples, to cushion the impact of rising international oil prices or to 
assist agriculture; 


— the quality or quantity of service to the public. 


The scope for such action has been further reduced by the cuts in 
expenditures and manpower already announced in the budget of June 23, 
AQT be 


Nevertheless, the government will endeavour to avoid an increase in the 
total numbers employed in the public service of Canada, despite the unavoid- 
able and desirable increases in the Post Office, the penitentiaries, the RCMP 
and elsewhere. All of these requirements arise out of the demands of the public 
for better service and protection. 


Statistics Canada data on numbers on the payroll show that the rate of 
growth in public service employment in the period since 1969 has been 
somewhat higher at the provincial and local levels of government than at the 
federal level. For its part, the federal government has decided that the growth 
in the authorized level for the federal public service in 1976-77 will be held to 
1.5 per cent over the level authorized in the 1975-76 Main Estimates. 


This is in marked contrast to the average of about 7 per cent for the two 
years ending 1974-75 and the 4.1 per cent authorized for 1975-76. The 
equivalent of about one percentage point of the 1975-76 growth was taken 
away through the freezing of close to 3,000 man-years at the time of the June 
23 budget. 


Within the 1976-77 growth limit, it will be necessary to accommodate: 


a) additional personnel necessary in connection with the economic 
measures; 


b) additional personnel for police and penitentiaries; and 
c) some expansion in certain essential services. 


This can only be done by first reducing the authorized man-years in all 
departments for 1976-77 below that originally authorized for 1975-76. In fact 
only those given additional resources for economic measures, for the mainte- 
nance of peace and order or for the provision of essential services will show 
any growth. The majority of the departments will have fewer man-years in 
1976-77 than in 1974-75. 


The President of the Treasury Board will also issue directives prohibiting 
the normal replacement of office furniture, the use of first-class air travel and 
suspending the normal schedules for replacement of departmental automo- 
biles. He will also require the re-imposition of the 10 per cent reduction in 
travel expenditures and expenditures on consultants. 


Despite the limited scope for reductions in expenditures as outlined above, 
the federal government is determined to effect further economies wherever 
possible. It is also etermined to participate with other governments in 
endeavouring to avoid increases in tax rates and to limit borrowings—indeed 
to move to a position where both the burden of taxation and the need for 
borrowing can be reduced. The federal government shares the view that the 
trend of total spending by all governments in Canada should not rise more 
quickly than the trend of the gross national product. 


STRUCTURAL POLICIES 


There are several structural problems which need to be addressed in a 
comprehensive anti-inflation program. The first relates to the need for substan- 
tial upward adjustment in particular areas of the price structure if adequate 
new supplies are to be forthcoming. The second relates to the need for more 
competition and flexibility in the economy. The third relates to the need to 
improve labour-management relations. 


The situation in the energy field provides perhaps the clearest illustration 
of the difficult problems that must be overcome in finding and maintaining the 
right balance between a general policy of lowering the overall inflation rate and 
the need to permit an orderly upward adjustment of the relative prices of 
certain important products and services. 


The underlying trends in world energy demand and supply have brought 
on an era of much higher relative prices for energy throughout the world. Major 
structural shifts in patterns of production and consumption towards using less 
energy per unit of national activity are required everywhere. Major efforts are 
also required to develop and exploit energy supplies efficiently and to limit 
further increases in the real cost of energy in the future. Facing consumers and 
producers with higher relative prices for energy is the most important single 
policy available to promote more effective use and production of energy. 


The government has recognized the damage which would be created by 
large abrupt increases in the price of energy. But the government has also 
recognized the necessity of allowing Canadian prices of oil and gas to rise at a 
measured pace toward world levels. The degree of urgency has been height- 
ened by the somewhat disappointing reports on Canada’s energy reserves 
which have appeared during the past year. 


As was envisaged in the enactment of the Petroleum Administration Act, it 
will continue to be the policy of the government to permit the price of energy to 
rise in a series of orderly steps. But in present circumstances, it is even more 
important to find other ways of reducing the consumption of these scarce 
resources. Thus energy conservation programs will be intensified. 


The future supply of housing also requires special policy attention within 
the program to fight inflation. There is clearly a need for more housing, both 
owner-occupied and rental housing, particularly for people of low and moder- 
ate incomes. To have a reasonable level of residential construction, there must 
be adequate incentives for builders to undertake new projects at prices, rents 
and carrying costs that people of low and moderate incomes can afford. Rent 
levels that make it unprofitable to build rental housing and mortgage rates that 
make home ownership expensive discourage an adequate supply of new 
housing. Special initiatives in housing policy will be required in these circum- 
stances, and the federal government will shortly be presenting and implement- 
ing further measures in this regard. 
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A particular source of increase in the price of housing has been the 
increase in the price of land. The fundamental answer to this problem is to 
increase the supply of serviced land for housing. Any attempt to control the 
price directly would be incompatible with this objective. Measures to deal with 
this problem, including action by the municipalities to speed up the approval of 
sub-divisions and the provision of services, will be discussed with the 
provinces. 


Similarly, to ensure an adequate supply of food, farmers must be assured 
of a rate of return commensurate with the large investment of labour and 
capital essential to agricultural production. This return should come from the 
market place, but producers must be given some protection against large 
losses arising from highly variable and uncertain markets. They are especially 
vulnerable today as a result of higher and rising production costs. The 
government must, however, be particularly careful not to prevent increases in 
productivity or to impede desirable adjustments. It must also ensure that the 
food handling and processing sector is competitive and efficient. 


Many non-food prices may have become unduly rigid as a result of 
government policies. The federal government intends to focus with some 
urgency on identifying ways in which supply bottlenecks and price rigidities in 
its own area of responsibility can be reduced. 


The government also intends, in concert with provincial governments and 
with the advice of interested private groups, to identify and modify those 
broader aspects of government policies and programs which may have had the 
effect of keeping costs and prices above market levels to an extent which is 
clearly undesirable. 


The process will take time; in the interval, the government will ask each of 
its departments or agencies to assess the probable impact of their policies and 
programs on both short-term and longer-term price trends. 


Competition policy is being improved and strengthened. The government 
hopes that the House and Senate will soon finish work on Phase One of the 
revised Competition Act, and for its part plans to proceed with the introduction 
of Phase Two of the new competition policy—those sections dealing with 
monopoly and mergers—at an early date. Together with a more selective and 
vigorous enforcement policy, Canada’s competition policy should help to 
ensure a more efficient economy working to the benefit of all. 


The government intends to reassess the costs to the private sector of 
many government rules and regulations in the context of their benefits to 
society at large. The government further intends to continue reviewing the role 
of its regulatory agencies. It is important that these agencies, established to 
protect the public interest in matters such as the prices to be paid by the users 
of particular services, should conduct their affairs with an adequate apprecia- 
tion of the broader problems the country faces in bringing inflation under 
control. 


In the case of industrial relations and wage and salary determination, 
labour and management have for many years conducted their affairs relatively 
unfettered under a well-established system of collective bargaining, whereby 
each party strives to obtain the best deal possible for those it represents. In 
more settled economic circumstances the collective bargaining process has 
operated reasonably well. In the current inflationary climate, however, the 
number of friction points has increased. 


The fragmentation of collective bargaining under the present system 
contributes little by way of keeping the broader interest in view. There are no 


fewer than 10,000 local unions in Canada representing some 2.5 million 
members, operating under various federal and provincial enactments. With 
each group striving to obtain what it considers to be its fair share of a limited 
pie and, given this degree of fragmentation, the potential for disruption is 
considerable. In the air industry alone, for example, there are no fewer than 70 
bargaining units, each potentially able to close the industry down at any given 
time at great economic cost and inconvenience to the public. 


The government is aware of the many critical problems that exist at 
present in the area of industrial relations, and in co-operation with the two 
groups directly involved—labour and management—it will seek practical solu- 
tions. The government has established the tripartite Canada Labour Relations 
Council to assist in this effort. 


ua. 


PRICES AND INCOMES POLICY 


Legislation, 
Administration 
and Provincial 
Participation 
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The government has concluded that the time has come to implement a 


prices and incomes policy in Canada with the following main characteristics: 


1. Maximum emphasis on voluntary compliance with price and income 
guidelines. 


2. The fullest possible degree of consultation both with the provincial 
governments, whose joint participation is being sought, and with busi- 
ness, labour and other groups. 


3. Provision for statutory enforcement of guidelines in respect of key 
groups. 


4. A determined effort to keep to a minimum the need for detailed 
regulation, reporting, and surveillance and thereby to keep to a mini- 
mum the size of the administrative staff involved. 


A description of the principal features of the legislation, administrative ma- 
chinery and guidelines is contained in the following two sections. 


The government intends to introduce legislation to provide authority to 


require specified groups to restrain prices and profit margins, compensation 
and dividends. While the emphasis of the government’s approach towards 
these specified groups will be to seek voluntary compliance through consulta- 
tion and negotiation, authority will be available to ensure that the public 
interest will prevail. 


The specified groups subject to the legal enforcement of restraint under 


the legislation include the following: 


a) firms which employ more than 500 employees. For this purposes, firms 
are defined to include any group of corporations which would be treated 
as associated corporations under the Income Tax Act of Canada. 


b) firms, any or all of whose employees bargain in association with 
employees of other firms. 


c) firms in the construction industry which employ more than 20 
employees. 


d) the federal government and all its emanations. 


e) participating provincial governments and their emanations including 
municipal institutions. 


f) employees of the entities referred to above. 


g) individuals or other firms that are carrying on a business that is a 
profession. 


The legislation will also provide authority for the Governor-in-Council to 


add to the groups that are subject to the legislation. This power may be 
exercised only if the Anti-Inflation Board referred to below, upon being asked 


by the Governor-in-Council to consider the matter, determines that a group is 
of strategic importance to Canada and recommends that the group be added. 


In order to clarify the guidelines, to monitor their observance and, where 
necessary, to begin the process of bringing certain organized groups or 
individuals under a system of restraint, the government will establish an 
Anti-Inflation Board, initially by Order-in-Council under the Inquiries Act and 
later in the proposed legislation. The terms of reference of the Board will be set 
out in the legislation and will involve: 


—monitoring movements in prices, profits, compensation and dividends in 
relation to the guidelines; 


—identifying actual or proposed movements that would contravene the 
guidelines in fact or in spirit; 


—endeavouring through consultations and negotiations with the parties 
involved to modify actual or proposed increases to bring them within the 
limits and spirit of the guidelines or to reduce their inflationary effect; 


—referring to an official with the authority of enforcement, to be called the 
Administrator in the proposed legislation, the actual or proposed move- 
ment of prices, profits, compensation and dividends if the consultations 
and negotiations do not lead to their modification; and 


—promoting greater public understanding of the inflationary process by 
publishing reports, arranging public hearings and meetings, and by 
other means. 


The Board, therefore, is designed to permit both flexibility and maximum 
co-operation. The Board will exercise all of the powers of a person appointed 
as a commissioner under Part | of the /nquiries Act and will, once the 
legislation is in force, have additional powers to obtain relevant information. 


Where the Board or the responsible Minister determines that there are 
reasonable grounds for believing that an actual or proposed movement of 
prices, profits, compensation and dividends has contravened or is likely to 
contravene the guidelines, the Board or Minister may advise the Administrator 
to this effect. The Administrator, an official to be appointed by the Governor- 
in-Council, will attempt to establish whether the supplier or employer has 
contravened or is likely to contravene the guidelines. He will also attempt to 
determine whether there are circumstances that justify the supplier or employ- 
er in contravening the guidelines. 


In those cases where the Administrator finds that the guidelines will be or 
have been contravened without good reason, the Act will empower the 
Administrator to order that: 


—the person be enjoined from contravening or continuing to contravene 
the guidelines; and 


—the person be required to pay to the government, or back to the buyer, 
as appropriate, the whole or any portion of excess payment or receipt, 
as the case may be, arising from that contravention of the guidelines. 


Those persons against whom the Administrator has acted will, during a 
period of sixty days, have a right of appeal. The legislation will establish an 
Anti-Inflation Appeal Tribunal, consisting of a chairman and others to be 
appointed by the government. The Tribunal will dispose of appeals by either 
dismissing them or by allowing them in one of three ways. The order of the 
Administrator may be entirely rescinded, the order may be varied or the matter 
may be referred back to the Administrator for reconsideration. An appellant 
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will be able to appeal the decision of the Appeal Tribunal to the Federal Court 
of Appeal. Further, the Cabinet within thirty days of an order by the Adminis- 
trator, will be permitted under the terms of the legislation to rescind the order 
of the Administrator or instruct him to vary his order. 


The federal government is obliging itself and all its crown corporations and 
agencies to follow the guidelines with respect both to prices and compensa- 
tion. The federal government is inviting the provincial governments to partici- 
pate in the program by adhering to the guidelines and submitting to the 
legislation in the same way as the federal government, both with regard to their 
own operations and the operations of provincial enterprises and agencies and 
municipalities. It is being proposed to the provinces that the Anti-Inflation 
Board would establish a distinct public sector panel to deal with prices and 
compensation in the public sector, and they would be invited to nominate some 
of the members of such a panel. Participating provinces would be expected to 
enact such legislation as may be required. Any province not prepared to 
participate would be asked to enact legislation essentially similar to the 
national regime. 


In addition to participating in the program in these ways, the provincial 
governments are being asked to undertake responsibility for a program of rent 
control and to regulate professional fees in accordance with the guidelines. It is 
expected that federal-provincial consultative machinery will be established in 
these important areas of the program. 


THE INITIAL GUIDELINES 


Introduction 


This section sets out the broad guidelines which all Canadians are being 
asked to follow. The government fully anticipates that the great majority of 
Canadians will be prepared to conduct their affairs in accord with the guide- 
lines. It therefore expects that the powers of enforcement applicable to 
specified groups identified under the legislation will have to be used only rarely 
and in exceptional cases. 


These guidelines are based on the principles proposed by the government 
in the consensus discussions of last winter, a description of which was tabled in 
the House of Commons by the Minister of Finance on May 8. These proposals 
had benefitted greatly from the discussions with representatives of business, 
labour and the provincial governments. 


In this policy statement the guidelines are referred to as “‘initial’’ guide- 
lines. They have deliberately been so labelled in order to emphasize the 
willingness of the government to modify them in their technical aspects, in the 
light of considerations advanced in Parliament or Committees of Parliament, in 
the consultations with provinces, business and labour, by the Anti-Inflation 
Board or by other interested parties. In moving into an unfamiliar field of 
administration, it is inevitable that important considerations will have been 
overlooked. The government in. addition wishes to have the flexibility to 
modify the guidelines as the program proceeds, the state of expectations in the 
economy returns to more normal levels and structural changes in the economy 
take place. 


The guidelines will be effective October 14. For purpose of those specified 
groups subject to legal enforcement of restraint, the guidelines will be issued 
as regulations under the legislation. Those regulations will be deemed to be 


effective October 14. 
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GUIDELINES FOR PRICE AND PROFITS 


General Principle 


Firms Which are Able 
to Allocate Costs to 
Individual Products 


Simple Numerical 
Example 
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The general principle is that increases in prices should be limited to 
amounts no more than required to cover net increases in costs. The precise 
form of the objective will be adapted to the different circumstances of different 
kinds of suppliers, but should lead to broadly equivalent behaviour when these 
differences are taken into account. 


Firms which are able to allocate costs to individual products are expected 
to increase prices of these products by no more than increases in costs 
allocated to this product. Similarly firms are expected to reduce prices if costs 
decrease. If the firm can establish that the price in effect at the time of the 
announcement of the program was not typical, it may select another price 
which was in effect during the previous thirty days. 


Prior to October 14, 1975 After October 14, 1975 

Per Unit Total Per Unit Total 

Volume 5,000 5,200 

Employment 5 5 

Sales $20.00 $100,000 $21.05 $109,472 
Less Costs: 

Materials $ 6.00 $ 30,000 $ 6.36 $ 33,072 

Labour $12.00 $ 60,000 $12.69 $ 66,000 

Total Costs $18.00 $ 90,000 $19.05 $ 99,072 

Profit $ 2.00 $ 10,000 $ 2.00 $ 10,400 

Profit Margin 10% 9.5% 


In this example, material costs rise by 6 per cent or 36 cents per unit of 
output. Wage rates rise 10 per cent, but the increase in output from 5,000 units 
to 5,200 units is obtained with the same labour force due to an increase of 
productivity. Thus labour costs per unit of output rise only 5.8 per cent or 69 
cents. Taking labour and material costs together, the net increase in costs per 
unit is $1.05. Thus, the firm is entitled to increase its price by $1.05. Its profit 
per unit of output remains the same, but with larger volume total profits rise by 
4 per cent. In relation to sales, however, the margin of profit declines from 10 
per cent to 9.5 per cent. 


In setting prices which will be in effect for some period of time ahead, firms 
may make increases in prices on the basis of forecasts of cost increases. 


Firms Which are Unable 
to Allocate Costs to 
Individual Products 


Definition of Costs 


Frequency of Price 
Changes 


Distribution Sector 


5 ‘Ners forecasts, however, should be based on known changes, or changes 
which can be expected to occur within the period for which the firms normally 


Set prices in advance and which can be foreseen with a reasonable degree of 
assurance. 


To compute the increase in costs which may be passed on, it will be 
necessary to estimate the cost of a product on or near October 14, 1975. A 
similar estimate of the cost of the product in question must be made at the 
date the selling price is to be increased. The difference between the two cost 
estimates is the maximum amount by which prices should be changed. 


Costs may vary considerably from day to day and many firms may not 
customarily compute their costs on a daily basis. Therefore the two required 
cost estimates should be made on a reasonable basis, and both should be 
consistent with the firm’s usual accounting practices. Future cost increases 
that have been recognized in the October 14, 1975 selling price should be 
treated as if they had already occurred. They will therefore form part of the 
October 14 estimate of product cost. 


lf a firm finds it impossible to allocate costs to individual products, it 
should price its products in such a way as to leave its percentage pre-tax net 
profit margin no higher than 95 per cent of its average percentage pre-tax net 
profit margin in the last five completed fiscal years. The Anti-Inflation Board 
will be prepared to provide information on appropriate net margins to firms 
which have not existed long enough to have a five-year average. 


For the purposes of the percentage net profit margin guideline, profit will 
be defined as total operating revenue (computed in accordance with generally 
accepted accounting principles applied on a consistent basis) which can be 
reasonably regarded as having been earned in the normal course of business 
by the firm minus the costs allowable for the purpose of justifying price 
increases. The percentage net profit margin will be defined as profits divided 
by total operating revenue. 


The definition of costs allowable for purposes of justifying an increase in 
any price is that portion of the unavoidable outlays and expenses of the 
supplier (computed in accordance with generally accepted accounting princi- 
ples applied on a consistent basis) that can be reasonably regarded as having 
been made or incurred for the purpose of gaining revenue from the sale. The 
regulations will include a detailed list of items which should be excluded from 
allowable costs. Included in this list will be such items as losses resulting from 
occurrences which are not typical of the normal business activities of the 
supplier, capital losses incurred by the supplier, certain expenses which are 
incurred at the discretion of management, and the excess over the fair market 
value of goods purchased in non-arm’s-length transactions. 


Firms are expected to refrain from increasing the price of any individual 
product more frequently than once every three months, except where this 
would impose severe hardship on the firm. Retailers and wholesalers will be 


exempt from this requirement. 


In the distribution sector customary pricing policies are generally based on 
s margins. Retail and wholesale firms should not increase markups on 
dise categories. Where the nature of the trade makes the 

eae is limitation impracticable, such firms should not exceed the 
Sea traae atone profit riigigin realized during the last complete fiscal year 
store eetober 14, 1975. The latter proposal would permit firms to follow their 
customary pricing practices and vary markups on particular products in line 
with market forces but restrict the gross profit margin expressed as a percent- 


gros 
their various merchan 


ure 


Food Prices 


Exports 


Financial Institutions 
and Interest Rates 
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age of total sales. If a firm finds it necessary to follow the more general 
percentage gross profit margin rule, it should ensure that no one product line 
has an excessive increase in its markup. 


Under the guidelines for the distribution sector, percentage net profit 
margins would not change significantly if operating costs rose at the same rate 
as material costs. If operating costs rose faster than the costs of goods sold, 
profit margins would be reduced. In some cases, operating costs may rise so 
quickly that absolute profits would fall. In such a situation firms would be 
justified in raising prices to restore the level of absolute profits to the level in 
the last complete fiscal year. If the costs of goods sold rose appreciably faster 
than operating costs, net profit margins would increase. In such cases, the firm 
should reduce markups in order to reduce its percentage net profit margin to 
the level in the last complete fiscal year. 


Prices received by farmers and fishermen for their products are exempt 
from the guidelines. The operations of marketing boards will be discussed with 
the provincial governments to ensure that they are consistent with the 
guidelines. 


The general obligations related to prices and profits would apply to 
processors and distributors of foodstuffs. 


Firms supplying the international market will be expected to sell abroad at 
international market prices and to ensure that, in selling products or services 
to a person or firm with whom they do not deal at arm’s length within the 
meaning of subsection 251(1) of the Income Tax Act, the product or service is 
sold at its fair market value. In general, firms also supplying the domestic 
market will be expected to ensure that the domestic market is fully satisfied in 
terms of quantity, at a price consistent with the general guidelines. If a firm can 
demonstrate that it is setting its domestic prices in accordance with the 
cost-pass-through rule, and that its overall net margin on all sales satisfies the 
percentage pre-tax net margin rule, it will be regarded as having followed the 
guidelines. 


If, however, a firm can demonstrate to the Anti-Inflation Board the imprac- 
ticality of or hardship entailed in following the general guidelines, the following 
arrangements are proposed. The firm would price its domestic sales in a way 
consistent with the guidelines, and would be subject to a special levy on the 
profits derived from its export sales. If a firm can demonstrate to the Anti-Infla- 
tion Board that it would be impractical or harmful to the national interest for it 
to price in the domestic market differently than in the international market, the 
firm will not be regarded as having failed to follow the guidelines if it prices all 
its products at international prices, but would be subject to the special levy on 
all its profits. Once firms have received permission to be treated in a particular 
way, they will continue to be treated that way for the whole of the program. 


The nature and form of this special levy will be announced following 
consultations with interested parties. 


Banks and other financial institutions are expected to conform to the 
general principle: that is to say, increases in service charges and interest rates 
charged by these institutions should be justified by increases in the interest 
rates which they pay and increases in their operating and other expenses. It 
would not be feasible to control interest rates determined in financial markets 
given their nature and the importance of international capital flows to Canada. 
It should be stressed, however, that interest rates may be lower on average if 
the program is successful in establishing a widespread expectation that the 
rate of inflation will steadily decline. Insurance premiums should be increased 


Regulated Industries 


Construction Industry 


Rents 


Selection of 
Guidelines 


Exceptions 


only by the amounts required to cover net increases in the cost of claims and 
operating expenses. 


Where industries are subject to regulation under existing statutes, as in 
transportation and communications, federal regulatory agencies are to use 
their powers over prices and the quality of service in order to ensure conformi- 
ty with the program. The provincial governments are being asked to instruct 
their regulatory agencies to do likewise. 


Whenever possible the cost-pass-through principle will apply to firms in 
the construction industry. For example, a contractor continuing to build houses 
of a similar standard and quality to those which he has been building in the 
recent past should increase the price per square foot only by the amount 
required to cover increased costs. Where cost allocation is not possible, the 
percentage net profit margin rule will apply, but there will be consultations with 
the industry to adapt it to the special circumstances which may prevail. 
Construction, engineering and other firms bidding on individual contracts for 
custom designed structures, projects and products are requested to follow 
their customary tendering procedures. Monitoring will take place to ensure that 
competitive conditions are being maintained. 


The provincial governments are being asked to undertake responsibility 
for implementing a program of rent control based upon the following princi- 
ples: (a) increases up to a certain percentage would be permissible, (b) 
increases above this percentage must be justified on the basis of increased 
costs, (c) new structures where rents have not yet been established would be 
exempt from control for at least five years after completion of the building, in 
the event that rent control should be in effect for that length of time. This is to 
ensure an adequate incentive for construction of new rental accommodation. 


The Anti-Inflation Board will have the right to advise firms which guidelines 
they should follow. Thus, the Board may represent to a firm that it can allocate 
costs to individual products and therefore should follow the cost-pass-through 
guideline rather than the percentage net profit margin guideline. It may advise 
a firm engaged in production as well as distribution that it should follow a 
single guideline or apply different guidelines to the different operations. 


None of the guidelines requires a firm to price in a way which will 
perpetuate or create a loss in its overall operations. 


A firm will be regarded as having acted in accordance with the program if 
its profit per unit of output or percentage net profit margin exceeded the 
guidelines as a result of unusual productivity gains resulting from the efforts of 
the firm, or of favourable cost developments which could not reasonably have 
been anticipated. 
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GUIDELINES FOR INCOMES 


Compensation: General 
Principles 


The Basic Protection 
Factor 


20 


There are four elements in the guidelines for wages and salaries and other 
forms of compensation. These are: 


1. The basic protection factor. 

2. Share in increases in national productivity. 

3. Adjustment for past wage and salary experience. 
4. Minimum and maximum dollar increases. 


These guidelines set the upper limits to increases in compensation which 
should be paid. Employees and employers will be free to negotiate new 
collective agreements and employers to increase pay scales for non-unionized 
employees, but these upper limits should not be exceeded. Future increases 
provided for in contracts and agreements in force as of October 14, 1975 
including cost-of-living adjustments, will be exempt from the guidelines. Where 
agreement has been reached by October 14, 1975 on compensation increases 
to be incorporated in new contracts, such increases will also be exempt from 
the guidelines. Special consideration will be given to those cases where 
contracts have expired and negotiations are underway, where the expired 
contract was signed prior to the beginning of 1974. 


Existing contracts may not be reopened without the consent of the 
Anti-Inflation Board. Employers are not allowed to agree during the program to 
pay increases after the termination of the program for services rendered during 
the program. 


The basic protection factor provides a substantial degree of the protection 
that will be afforded to workers against price rises in the future. It will be 
supplemented, as the program proceeds, by the application of a retrospective 
provision that any excess of the cost of living increase over the increase 
provided for in the basic protection factor for that year may be included in the 
allowable compensation increase of the following year. 


In order to give guidance to those who wish to conclude multi-year 
contracts as well as to those who wish to make agreements for one year only, 
the basic protection factor will consist of three numbers, applicable to the first, 
second and third years of the contract, agreement or award. The initial set of 
numbers comprising the basic protection factor will be 8 per cent for the first 
year of a new contract, 6 per cent for the second year and 4 per cent for the 
third year. These basic numbers may be changed from time to time, probably 
more often than once a year, as the program proceeds and the rate of inflation 


‘in the economy changes. 


By way of amplification, it may be explained how this feature of the 
guidelines would operate in the second year of the program. Suppose that the 
cost of living index had risen by 9 per cent in the first year by comparison with 
the basic protection factor for that year of 8 per cent. Workers under two-year 
contracts would be allowed a 1 per cent increase to allow for the difference in 


Share in Increases in 
National Productivity 


Adjustment for Past 
Wage and Salary 
Experience 


the first year between the cost-of-living increase and the basic protection 


factor of that year, plus the 6 per cent basic protection factor provided in their 
two-year contract. Workers entering into new contracts at the conclusion of 
contracts negotiated under the guidelines would also be allowed the 1 per cent 
increase that provides the retrospective protection plus whatever is the current 
basic protection factor pertaining to the first year of new contracts. 


If the consumer price index has increased by less than the basic protection 
factor, no adjustment need be made. 


In addition to the basic protection factor, the guidelines provide for a 
share In increases in national productivity. The standard amount provided for 
this in the initial period of the program is 2 per cent per annum. This compares 
with the average increase in productivity, defined as the real gross national 
product divided by the number of employed persons, of 2.08 per cent for the 
period 1954-74. 


A further element in the compensation guidelines is related to the past 
experience of each group. Some groups have fallen behind in the last two or 
three years because of the time at which their contracts were negotiated or for 
other reasons. It is essential that they should be provided with an opportunity 
to catch up. On the other hand, some groups have obtained relatively large 
increases in this period, and some element of adjustment for this situation is 
necessary if the program is to succeed. 


The adjustment for past experience is to be calculated as follows. The 
average annual increase in a group’s compensation in the last two years or 
over the life of the existing contract, whichever is the greater, is compared to 
the average annual increase in the consumer price index over the same period 
plus 2 per cent. If the group’s increase was the same as the national bench- 
mark, no adjustment is made. If its increase was 1 per cent smaller, then 1 per 
cent is added to the basic protection factor, plus the share in increased 
national productivity. If its increase was 2 per cent smaller, then 2 per cent is 
added. If its increase was 1 per cent larger, the 1 per cent is subtracted from 
the basic protection factor plus the share in increased national productivity. If 
its increase was 2 per cent larger, then 2 per cent is subtracted. This 
adjustment factor cannot exceed plus or minus 2 per cent. 


Thus, groups that have fallen behind may not recover all their losses in the 
first year. Losses will be carried forward into the future so that groups which 
incurred substantial losses in the recent past may achieve above-average gains 
in subsequent years. On the other hand, no group is asked to accept less than 
the basic protection factor as a result of this guideline. 


ALLOWABLE INCREASES IN THE INITIAL PERIOD 


Difference between 
group’s average 
gain and the na- 
tional benchmark —4 ~—3 


Basic protection 
factor 8 8 8 8 8 8 8 8 8 


Share in national 
productivity 


Past wage experi- 
ence factor 2 2 


Allowable increase 12 2 12 11 10 9 
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Minimum and Maximum 
Dollar Increases 


Groups Covered 


ce 


The fourth element in the compensation guidelines places minimum and 
maximum dollar limits on permissible increases. At the lower end of the scale, 
increases of $600 may be paid in any event, and regardless of the size of the 
increases received in the past two years. The $600 figure represents a 12 per 
cent increase for those earning $5,000 a year, about the minimum wage. At the 
upper end of the scale, no group, no matter what the change in compensation 
over the last two years, should have an average increase for its members of 
more than $2,400. This represents 8 per cent, the initial basic protection factor, 
of a salary of $30,000. The table below illustrates the effect of this guideline 
rule on different income groups. Someone earning $7,000 a year could get an 
increase of 8.6 per cent even if he had obtained large increases in recent years 
while someone earning $50,000 a year could get only a 4.8 per cent increase in 
any circumstance. The proportion of employees who will benefit from the 
minimum dollar provision will increase as the rate of inflation declines. 


ALLOWABLE INCREASES BY INCOME LEVEL AND PAST WAGE AND 
SALARY EXPERIENCE 


Difference between 
group’s average 
gain in last two 
years and nation- 


al benchmark GA aes «os! 0 1 2 3 4 
Income—$ Percentage and Dollar Increases 

5,000 12% N2% 12% 1270 12%! 12% 12% 12%. 12% 

600 600 600 600 600 600 600 600 600 

7,000 12% 12% 12% 11% 10% 9% 8.6% 8.6% 8.6% 

840 840 840 770 700 630 600 600 600 

10,000 12% 12% 12% 11% 10% 9% 8% 8% 8% 

1200 1200 1200 1100 1000 900 800 800 800 

25,000 9.6% 9.6% 9.6% 9.6% 9.6% 9% 8% 8% 8% 

2400 2400 2400 2400 2400 2250 2000 2000 2000 

50,000 4.8% 4.8% 4.8% 4.8% 4.8% 4.8% 4.8% 4.8% 4.8% 


2400 2400 2400 2400 2400 2400 2400 2400 2400 


The guidelines apply to ‘“‘groups”’ defined either as bargaining units or as 
combinations of employees which employers have established for the unilateral 
determination and administration of pay. Although the principles apply to 
groups rather than individuals, some groups such as executive groups may be 
very small, and some in very particular circumstances may even have only one 
member. The $2,400 maximum rule means that the average increase to all 
executives in a certain category cannot exceed $2,490, but some executives 
may receive more than $2,400 providing others receive less. 


Forms of Compensation 
Covered 


Promotions and 
Reclassification 


Piece Rates and 
Commissions 


Cases Where Groups 
Cover Wide Ranges 
in Incomes 


Exceptions 


Professional Income 


All forms of compensation, including for example fringe benefits, bonuses 
and stock options, are to be included in compensation for the purposes of the 
guidelines. Where it is administratively impossible to include any of these 
elements in compensation for purposes of calculating the past wage experi- 
ence factor, these elements may be excluded from that calculation. 


Increases in wages and salaries resulting from promotions from one 
established level to another are not covered by the guidelines. Employers 
should not, however, modify their existing promotion policies or their systems 
of job classification currently in force for the purpose of evading the guidelines. 
It should be pointed out that employers are obliged not only to limit the 
increases in pay scales for each category of employees in a group, but to avoid 
changing the proportion of employees in the various categories in a way which 
would result in an increase in average pay for the group in excess of the 
guidelines. 


The guidelines are not intended to prevent individuals from increasing 
their earnings under existing piece work, commission or production pay plans. 
When changes are made in such plans the effect will be determined by 
assuming the same amounts and kinds of output achieved in the past. The 
effect of changes in the plan will be subject to the guidelines. No limit will be 
placed on increases in earnings, under the new or revised plan, resulting from 
greater output. Changes in premium rates, such as overtime, must be included 
as a form of compensation. 


lf a group has members some of whom would be eligible for the $600 
minimum rule, and others who would not, members eligible for the $600 may 
be excluded in determining the average increase. 


It is difficult to develop a set of rules covering wages which are wholly 
equitable and capable of allowing wages to continue to play their important 
role in the allocation of resources. There will, therefore, be exceptions to the 
above guidelines. If an employer can demonstrate that he cannot attract or 
hold workers at existing wages and that an increase above the guidelines is 
necessary, the employer will not be regarded as having breached the 


guidelines. 


There may also be other grounds for exceptions, such as increases 
necessary to maintain long-established historical relationships between wages 
in closely related groups and other special cases of equity. Employers may also 
grant increases in compensation above the guidelines if such increases result 
from taking measures to improve the health or safety of the employees while at 
work, to eliminate restrictive work practices, to offset experience deficiencies 
in pension funds, or to eliminate sex discrimination in pay practices. 


Increases in fees for professional services, such as the services of doctors, 
lawyers and accountants should be governed by the same general principles as 
apply to other prices and incomes. Specifically, professional fees should be 
increased only by the amounts required to cover the increased costs of 
providing the services and to improve the net income of the self-employed 
professional person by the same amount as would be available to the salaried 
professional person. Thus the $2,400 maximum increase would apply in the 
determination of professional fees. Professionals would, of course, have the 
right to increase their incomes by more than $2,400 if that increase reflected 
increases in workload. The basic fee schedule must not be increased, however, 
in a way which would allow the average professional working the same amount 
as in the base year to increase his income by more than the guidelines permit. 
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Dividends 
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The provincial governments are being asked to use the guidelines as the 
basis for setting fee schedules in areas such as health where they have direct 
control, and to use their powers and influence to ensure that in other areas fee 
schedule changes are in conformity with the guidelines. 


The general principle will be that there will be no increases in the first year 
in the dollar level of dividends per share from the last completed fiscal year. 
Exemptions may be granted in such cases as where a firm could show that an 
increase was necessary in order to raise new equity capital or a firm could 
show that last year’s dividend was clearly atypically low. 


CONCLUSION 


Canada today is confronted by major challenges and major opportunities. 
We are richly endowed with resources in a world that is becoming increasingly 
short of them. But we must meet the challenges that now face us if we are to 
realize fully the opportunities unfolding before the nation. 


What is required is a broad national program and a concerted national 
effort to resolve the serious problems that have emerged out of rapid and 
far-reaching changes in economic conditions and circumstances at home and 
abroad over the past few years. 


As a first essential, it is imperative that we take determined action as a 
nation to halt and reverse the spiral of costs and prices that jeopardizes the 
whole fabric of our economy and of our society. This will require the exercise of 
restraint by every sector and the pursuit of fiscal and monetary policies aimed 
at ensuring sustained and stable economic growth. Over the longer term, we 
must make our economic system more innovative, dynamic and efficient by 
reducing existing rigidities and intensifying competition. We must deal with 
major structural problems so as to ensure an adequate supply of energy, food 
and housing to meet our needs in the years ahead. And finally we must ensure 
that sufficient physical and financial resources will become available to com- 
plete the massive new capital investment that is required over the next decade 
and more, to increase substantially our productive capacity, employment and 
our real standard of living. 


In all of these undertakings, governments at all levels can and must 
provide leadership and direction, but they cannot act alone. All sectors of the 
economy must actively cooperate together. This in turn requires the fullest 
possible discussion and consultation among us on how best to achieve our 
mutual goals. 


The attack on inflation set out in this paper is designed to ensure that the 
recovery of our economy from its present recession leads to healthy and 
enduring growth of employment and real incomes. These basic objectives are 
shared by labour, by business, by governments and indeed by all Canadians. 
We all have a compelling interest to work together to foster and promote the 
national interest. 
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Text of this Manifesto was approved by the 


11th Constitutional Convention of the Canadian Labour Congress, 
held in Quebec City, May 17-21, 1976 


The labour movement in Canada has a proud 
history of achievements — achievements through 
collective bargaining for the working people we directly 
represent — achievements in the form of progressive 
social programmes which serve all Canadians. Our 
success has been based upon solidarity among workers 
in their relations with employers and a commitment to 
use the power of that solidarity to promote the principles 
of freedom, justice and equality for all: 


SOLIDARITY to give us the strength to resist arbitrary 
employers and government; 
FREEDOM to associate with our fellow workers in the 
institutions we have created; 


JUSTICE from a government elected to serve the people; 


EQUALITY in the distribution of the social and ecomonic 
fruits of our labour. 


The policies of organized labour have always been 
based on the belief that, out of the need for change, can 
come progress — progress toward the objectives of 
social and economic equality to which our movement 
has been committed throughout its history. Labour’s 
principles remain the same as when Canadian workers 
first struck for basic trade union rights. Only the 
circumstances have changed. The time has come for a 
new programme for labour and a reassessment of our 
own organizational! structures. A new stage of history 
was declared on October 13, 1975 — a new stage in 
which organized labour will need the power of its 
solidarity more than ever before — a new stage in which 
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the opportunities for progressive change are greater 
than ever before. 


Most of us are still reeling from the introduction of 
wage controls. Compulsory national arbitration of all 
major collecive agreements is such a rude shock to the 
trade unionist's conception of free collective bargaining 
that it knocks the stilts out from under the economic, 
social and even political ideas with which we see 
ourselves and our role in society. The consequences of 
wage controls for working people and their organiza- 
tions are unfolding at a disturbing speed: 


© a steady stream of collective agreements are being rolled 
back; 


e free collective bargaining has been suspended; 

@ there is no effective recourse to appeal; 

© once acollective agreement has been concluded it has to be 
renegotiated all over again with the AIB; 

® unions are increasingly having to face the prospect of 
striking against the AIB and, by implication, the government; 


ethe arithmetic guidelines are being applied with a 
bureaucratic slavishness which makes nonsense of the 
“historical relationships” and “special considerations’; 

® gross inequities are being created among workers doing the 
same jobs. 


We have demonstrated our ability to recover from this 
first crude blow. The tide of opposition to wage controls 
is mounting with rallies, marches and demonstrations 
from one side of the country to the other. The 


increasingly apparent inability of the AIB to control 
prices is steadily convincing Canadians generally of the 
wisdom of the Congress’ opposition to wage controls. 


The defense of trade union rights has been difficult 
enough on its own in a generally hostile political 
environment. But the government has chosen to raise 
the issues involved to another level. When the Prime 
Minister began to talk about the new society many trade 
union leaders heaved a big sigh of relief. There were 
other groups in society who were frightened by the 
implications of Trudeau’s sophistry. Our political isola- 
tion had ended. We could go on the attack and others 
would support us. But the new debate created new 
problems. It seemed to make for strange bedfellows. 
Some were embarrassed by the new-found friends in 
the Chambers of Commerce; some were bewildereed 
by the apparent lack of respect for the usual political 
alignments; some were glad for support from any 
direction to defeat wage controls. 


Wage and price controls have been and are being 


used by the government as a political _and not an 


“economic weapon. They are the vehicle by which it 
~ intends to transform the institution of Canada. It is only in 
this context that the full implications of controls can be 
understood — they are the launching pad for the future. 


Our movement faces a twofold challenge — to 
defeat wage controls and to mobilize our strength 


behind the task of creating a more equitable and just 
society in the wake of that defeat. The next few years are 
filled with tremendous potential for the trade union 
movement to mould and transform the economic and 
political institutions of Canada. They will be tumultuous 
and difficult times but if we have the vision and capacity 
to seize upon the times we can be a leading force for 
social good. The need for change is clear. The question 
for our movement is whether we want to be in the 
forefront or lag behind only to respond to the initiatives of 
government. We have an opportuntiy to seize the 
initiative and secure our rightful place as a major force in 
the policy-making process, and turn the need for 
change toward the achievement of progressive change. 


The response of the Congress to the government’s 
attack on the incomes and rights of working people has 
been consistent and unequivocal but it remains 
defensive. The time has come to move to the front — to 
escalate our oppostion to wage controls and to 
formulate a labour programme for the political, 
economic and social future of this county. A few short 
months of controls have raised a number of economic, 
political and trade union questions to which we have not 
yet provided adequate answers. The national debate 
about controls has been expanded to a debate about the 
post-control society or ‘‘decontrols.” We must begin by 
understanding the meaning of “decontrols” and the 
economic objectives of both controls and “decontrols”. 


Decontrols 


Journalists, politicians and the general public are all 
speculating as to just what the Prime Minsister intends 
for the post-control society — about the meaning of 
“decontrols”. There are at least four possibilities: 


1. Itcould mean that Trudeau has rediscovered his 
youthful social conscience and is now going to use his 
position of power to build a more equitable and planned 
society. This seems an unlikely interpretation, but, even 
if it is true, the fact is that Trudeau does not have the 
political base within his own party to carry out that kind of 
change. Perhaps he is looking for a_ political 
realignment. However, if that was the case, his initial 
miscalculation was a disastrous one. You don’t draw 
organized labour into a new political alliance by 
attacking the very basis of its existence. 


2. Decontrols may mean a kind of liberal 
corporatism in which organized labour cooperates with 
the state and business to establish guidelines for our 
respective demands on the economic system and to 
determine our respective shares. It may include a small 
dose of economic planning but is unlikely to involve 
more than systematizing the present substantial but 
fragmented assistance provided to industry by govern- 
ment. 


3. Decontrols might mean a return to ‘normalcy’ 
as so many liberal economists would like to believe is 
possible. The theory is that all the economy needs is a 
rude shock to make groups who have been demanding 
too much behave themselves and then the rules of the 
game will be able to do the job once again. Competition 
will control the corporations; governments as employers 
will no longer be intimidated by the powerful public 
service unions; organized labour will have its free 
collective bargaining rights — such as they were prior to 
October 14th — restored in full; the liberal economists 
don’t have to rethink the basic framework which 


’ 


provides them with the tools of the trade on the basis of 
which they make their living. Itis really a very lazy theory 
and, in any case, given Trudeau’s apparent fascination 
with the ideas of Galbraith it seems unlikely that it forms 
the basis of his thinking. 


4. Decontrols may mean, “How do we move out of 
the contol period in such a way as to ensure that 
organized labour is not able to recover the losses 
incurred in the control period?” 


Clearly none but the first of these possible 
meanings is acceptable to social democratic trade 
unionists. Unfortunately, it is also the least likely 
outcome. No doubt we should distinguish between 
intent and oucomes of government policy and perhaps 
some members of the government do actually have this 
intent. However, liberal corporatism seems the most 
likely intent, while the last possible meaning seems to be 
the most likely outcome. 


The question for trade unionists is simply, “How 
much power do we have?” Do we have to accept wage 
controls and go along with the government’s notions of 
liberal corporatism? Can we protect the basic rights of 
working people and defeat wage controls? Do we have 
enough power to force the government to give 
“decontrols” the first possible meaning? The last of 
these questions is clearly the most interesting for a 
social democrat. The answer will obviously depend 
upon the ability of labour leadership to mobilize the 
union movement behind a political programme which 
goes much beyond the defensive position we have 
taken to this point. However, our destiny is not so much 
within our own control that this is the only requirement. 
We have to examine the problem the government is 
attempting to solve in order to determine whether we 
can come out with a new suit of clothes or with our skins 
barely intact. 


The economic problem 


The most direct way to get at this question is to 
ignore temporarily the question of government inten- 
tions and be concerned only with outcomes. Here we 
have to be concerned not simply with the present state 
of federal government economic policy but with the 
general direction of policy at all levels of government 
and the general political mood of the country. It is fairly 
clear that there is a general shift to the political right in 
the policy.of government and in the political mood — at 
least in the sense that governments have chosen to 
mobilize right wing sentiments in order to retain their 
place in power. 


If we look specifically at the anti-inflation 
programme we see that is has two elements — direct 
controls on incomes and prices and a shift in monetary 
and fiscal policy. Perhaps the actual impact of these two 
elements will lead us to the basic economic problem 
which the government is trying to solve. We know that 
controls on prices and incomes are, in fact, wage 
controls. This clearly means that one of the results of the 
anti-inflation programme will be a reduction in the price 


defined in the price and profit guidelines). Many trade 
unionists have instinctively wondered why controls were 
not introduced when profits were increasingly dramati- 
cally but were introduced when there were signs that 
wages were beginning to recover their relative position. 
This instinctive response points to the fact that the 
government in its role as manager of the economy is 
more concerned about “wage push” inflation than it is 
about “price pull” inflation. The reason is straight- 
forward enough — price pull tends to enhance profits 
while wage push tends to squeeze profits. 

It should be clearly understood that this does not 
necessarily imply that profits will be enhanced by 
controls — only that they will not be squeezed as much 
as they otherwise would have been. 


With respect to monetary policy, conventional 
economic thinking suggests that tighter money will 
result in more unemployment. Fiscal and monetary 


policy have proven to be insufficient tools for economy 
management because they seem incapable of dealing 
with inflation and unemployment at the same time. The 
fact that the governmentin its role as economy manager 
continues to use these instruments suggests that the 
problems remain the same. It is just that more 
instruments are required. 


The government's conception of a fiscal policy 
which deals with inflation is one which involves cuts in 
government expenditure. While some levels of 
government have made symbolic attempts to cut the fat 
out of their operations, social programmes constitute 
such a major portion of government expenditure that 
they cannot make any significant cuts without attacking 
these programmes. This has become particularly 
difficult since many social security and social welfare 
programmes have been legislatively protected against 
the effects of inflation in recent years. Governments no 
longer have the option of not making discretionary 
increases in old age pensions. Consequently, we have a 
growing chorus of calls for a general review of “statutory 
expenditures.” The federal government is introducing 
legislation to limit its share of the cost of medical 
services and reduce its share of the total cost of 
unemployment insurance. In the provincial sector 
governments are reducing the budgets of welfare 
agencies, closing the hospitals or reducing available 
services, increasing medicare costs and introducing 
work-for-welfare schemes. These programmes serve 
as wages and salaries for people who cannot find work 
for a whole range of reasons or provide services which 
would otherwise have to be paid out of wages and 
salaries. 


We might argue about whether these programmes 
have been successful in achieving a meaningful 
redistribution_of income but the point is that the present 
distribution is such that these cutbacks mainly hit 
working people and those who have to live at or below 
the average income of working people. The labour 
movement has campaigned for social programmes to 


meet the needs that wages cannot, and which are paid 
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for largely out of taxes. Cutbacks in social programmes 
are simply another form of the general attempt to reduce 
the price of labour. Governments have followed their 
argument that controls are necessary to protect the 
economically defenseless by hitting them a second 
time. 


Still ignoring the question of intent, the likely 
outcome of the anti-inflation programme is clear: 
controls mean wage controls; tighter money means 
fewer jobs; cutbacks further reduce the price of labour.~ 
The effect of government policy is to attack the very 
things which have, in post-war history, led trade 
unionists to the view that the system has served them 
well. The fact that governments feel free to conduct 
their initial attack against wages and social security 
programmes demonstrates labour’s real lack of 
political power on a national basis. 


The managers of corporations always want to 
minimize the cost of labour. In a sense the government 
has become a manager at the national level. In fact, they 
always have been economy managers. They have just 
found some new ways of performing their function. If we 
can be allowed to read intent into the outcome oF 
government policy, the economy managers appear to 
have the same objective as corporation managers. A 
corporation has many ways of minimizing the cost of 
labour (or more precisely — maximizing the return from 
labour) and it all works reasonably well so long as the 
real incomes of the workers are increasing steadily and 
the corporation’s position relative to other organizations 
selling the same product remains stable. If their relative 
position is deteriorating they have to cut into the 
increasing real incomes of their work force; they may be 
in a position to invest more capital or use other means to 
increase productivity or eliminate jobs. To accomplish 
any of these they may have to undermine the 
effectiveness of the union in various ways which are 
available to them. 


The national economy managers have some of the 
same options. Everything works reasonably well so long 
as real incomes are increasing. If the relative position of 
the economy is deteriorating in relation to other 
countries, they seek to cut into the real incomes of 
working people or the jobs available to them. It is more 
difficult for a government to increase productivity but itis 
significant that they are looking at ways of doing 
precisely that. It is no accident that the government has 
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been talking of our “deteriorating export position” in 
recent months. Historically, the government has 
generally been able to perform its economic function 
with the application of a little sound Keynesian 
economics, “reforms” of the tax structure or other 
means which are essentially at arm’s-length from the 
economic lives of working people. But these arm’s- 
length techniques have apparently proved ineffective. 
They are now having to undermine the effectiveness of 
unions by an attack on their collective bargaining 
rights. They have had to use a political instrument along 
with the usual economic instruments. 


Sometimes corporations are in a positon to take 
action which will benefit the corporation and the people 
who work for it— then all goes well. Sometimes they are 
not in that position and need a helping hand — 
sometimes in the form of a work force which willingly or 
after unsuccessfully resisting, accepts a reduction in 
incomes or jobs — sometimes in the form of a “helping 
hand-out” from government. 


Sometimes governments are able to take action 
which benefits the country as a whole. But when they 
are not in that position their options are more limited. 
Normally the “helping hand-out” is not available to the 
national economy managers except to the extent that 
there is a developing coalition of nations attempting to 
administer the international economic system and to the 
extent that other nations perceive it as in their interests 
to maintain the relative position of those in trouble. One 
of the problems for the economy managers is that most 
of their instruments are at arm’s-length and they are all 
directed at workers. They have to rely on cutting back 
services to working people; reducing the real incomes of 
working people; undermining the rights of working 
people. Government is presently using all of these 
instruments. 


Most of the real powers of economic decision 
making are in private hands. Whatis more — most of the 
private hands resist any attempt by the government to 
take on anything more than arm’s-length powers, 
excepting, of course, the power of charity. The 
corporations will let the government step in to give the 
workers a dose of salts but they want them out as soon 
as possible for fear that they might get the idea of 
staying on. The corporations are so busy scuffling with 
each other that they haven’t noticed that the grass in the 
ballpark is turning brown. The government has already 


got the idea of staying on. It has recognized the need for 
a good groundskeeper if the game is to carry on. The 
introduction of controls necessitates the development 
of “decontrols” and by this the government means 
more direct powers of economic management for itself. 


We have decided not to accept the reductions of 
rights and wages. Will we be forced to accept them after 
ussuccessfully resisting? Will we be able to force the 
economy managers to make decisions which improve 
the position of working people generally in the same way 
that successful unions have been able to force 
corporation managers to make decisions which improve 
the position of the members of a bargaining unit? 


This is really all the same question: How much 
power do we have? /f we do not have the power to resist 
wage controls then we will ultimately be co-opted into 
serving the government's intentions. |In this case, we 
would have liberal corporatism. The corporations may 
not unite to defend their collective self-interest but the 
government will permanently intervene to reduce the 
rights and incomes of working people. /n_ this 
development tri-partism would mean that the institu- 
tions of organized labour would function to ensure the 


acquiescence of workers to decisions taken by new 
institutions in which their representatives have no real 
power. 


However, if we do have the power to resist wage 
controls, then we also have the power to create social 
democracy. But for this result to occur, organized 
labour needs to develop national bargaining power to 
deal with the national economy managers and a 
national social and economic programme — a 
bargaining position. 


There is no real choice here. The economic 
problem has to be solved; the economic system has to 
be managed more effectively; some measure of private 
decision-making power has to be taken over by 
government. Organized labour has to resist wage 
controls and it has to resistin order to win. Resisting the 
kind of controls which mean wage controls means 
resisting the kind of “decontrols” which are designed to 
ensure that organized labour cannot recover its 
position. The elements are all the same whether we are 
dealing with corporation managers or economy 
managers. We need a legal framework of bargaining 
rights, bargaining power and a bargaining position. 


Tri-partism and national planning 


In talking about or planning for tri-partism we should 
harbour no false illusions about either the dangers or the 
task which confronts labour. The economic and social 
problems facing Canada will consume a great deal of 
labour’s energies in the foreseeable future. 


Labour must make it clear that it will never enter any 
tri-partite arrangement at less than full partnership 
status. Full partnership means that national planning 
must include more than an incomes policy in which only 
wages and salaries are restrained. The close 
identification historically and presently between govern- 
ment’s interests and business’ interests is a clear 
warning to labour that when it comes to dividends, 
profits for investment, exports and all non-wage or 
salary forms of income it is only wages that are 
restrained. The business community will continue to 
argue that it must have the necessary economic climate 
to pursue profits and every time that its positon 
deteriorates we can expect that wages and labour 
costs will be the first sector restrained. The mere fact of 
tri-partism will not alter that fundamental fact. 


A prerequisite of tri-partism must be that 
management gives up its unilateral right to determine 
investment and pricing policies. Labour must not 
willingly enter into any arrangement where only half the 
income equation i.e. wages is to be determined. To do 
this would place labour continually on the defensive for 
all time. To enter into a tri-partite agreement under such 
adverse circumstances would indeed be using the 
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union organization as an arm of both business and 
government to restrain the workers. 

Because of the close identity between business 
and government it is unlikely that either would willingly 
concede to share their power with labour. Business 
would not be willing to relinquish its power to invest and 
set its own prices and profits while government would 
certainly not give up the power to govern. Unless the 
business community and government are willing to 
concede power to labour, tri-partism will turn into a 
method of control over labour unions and the cost of 
labour. This of course is most unsatisfactory. 

Nevertheless, this is not to say that tri-partism or 
the equal sharing of all powers between labour, 
business and government should not be an objective of 
labour since the wresting of power away from business 
and its government in the interests of labour is our 
legitimate goal. This is the price industry and 
government must pay. 

Labour has always set the price at which it would 
support “‘the system”. At the local or plant level labour, 
through collective bargaining, negotiates the price at 
which it agrees to support the plant enterprise. At the 
national level the price of labour’s support has been 
legislative measures in the field of social security such 
as the universal right to education for all, pensions, 
unemployment insurance, old age security, family 
allowance and others. The price of labour’s future 
support must be an equal share in the economic and 
social decision-making on a national basis with other 
partners — business and government. 


Centralization of government 


As an organization that has historically promoted 
democratic socialism, social and economic planning 
have remained central to our philosophy. Social and 
economic planning however, demand a central political 
authority if national planning is to succeed. Regional 
disparities continue to be a millstone around Canada’s 
neck while workers in their collective bargaining are also 
frustrated because of these disparities. 


It may be academic for labour to be seized of the 
issue of a centralized political power for the federal 
government is not likely to leave much room for 
disagreement. All indications point in the direction of 
some type of tri-partite structure for arriving at policy. 
Recent speeches by Trudeau and Munro about national 
income sharing lead to this conclusion. It was no 
accident that the article in the Financial Post, “Trudeau 
Task Force Remaps Economy” carried the message 
that the group’s work “...goes far beyond the 
price/income programme. It is looking into broad 
structural problems in the Canadian economy with a 
view to finding ways of solving these — with or 
without . . . ‘massive intervention’ by government.” 


Further evidence which suggests greater federal 
power in the future is the recent initiative by Trudeau to 
patriate the British North America Act 1867, with or 
without the consent of the provinces. Itis not by accident 
that Trudeau has raised the constitutional issue at this 
particular moment. It is a well planned manoeuvre and 
must be interpreted as a very important part of his 
overall vision of a strong central government. Those 
observers who see the patriation of the BNA Act as 
Strictly a political move to take the heat out of the wage 
and price control controversy are wrong. This move is 
an integral part of the “decontrols” directed at a 


centralization of powers in Ottawa to more effectively 
permit the federal government to carry out its brand of 
national planning. 

Logic drives us to the conclusion that the 
government is moving into a new era in which the 
institutions of this country are going to change. National 
planning on social and economic issues demand strong 
central powers. The question for the CLC is whether it 
wishes to be in the forefront in planning the structure of 
the future in the way in which it believes will best serve 
the workers’ interests or not. The game is dangerous but 
the stakes are high. It is really not a question of 
“co-operating” with the government but one of strength 
and bargaining ability — of which the labour movement 
has both. 


If the labour movement makes the decision to be in 
the forefront of change then it can do this successfully 
from a position of power. As stated previously, there is 
great danger in being co-opted in a tri-partite policy 
making process involving the bureaucracy, business, 
government and labour. Labour’s strength at the 
moment is fragmented among its affiliates and at the 
plant level. 


In the future the CLC must have the power which 
can only come from the collective strength of its 
affiliates. There must be agreement between all the 
affiliates that a full cooperative and coordinated effort 
will be forthcoming to guarantee that the CLC is 
operating from a position of strength to protect the 
rights, freedoms and legitimate interests of all workers. 
The Executive Council as the responsible decision- 
making body between Conventions must be assured 
that the policies and decisions it makes will be followed 
closely by all the affiliates. 
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Labour’s programme for the future 


Canada has clearly reached a stage in its history 
when our future economic growth cannot be secured 
without the cooperation of organized labour in national 
economic and social policies. The present government 
wants the kind of cooperation in which we willingly 
accept reductions in our wages. They want us to go 
along with an anti-inflation programme which is based 
on the argument that labour costs are undermining our 
international competitive position; which has stimulated 
an attack on social programmes; which ignores the 
serious problems of unemployment and income 
distribution; and which fails to control prices or attack the 
structural causes of inflation in the three chief elements 
of the family budget — housing, food and energy. They 
want us to cooperate in rolling back our historic 
achievements. 

We have made it clear that we will not cooperate 
with a programme of wage controls; to do so would be to 
reject the fundamental principles of our movement. We 
will not be a party to an attack on the incomes and rights 
of working people and the economically defenseless. 
We cannot be convinced that the way forward requires 
several steps back. 


The need for change is clear. Any society wnich can 
find the finance capital for extravagant hotels or Olympic 
sites but not homes for people and jobs in the regions; 
any society which attacks unemployment insurance 
instead of unemployment; any society which imple- 
ments an anti-inflation programme in the name of those 
who suffer most only to hit them a second time with 
social cutbacks; any society which can suspend the 
basic rights of ordinary people with impunity; any society 
which can elect a government on an anti-control 
platform only to be subjugated to controls requires 
change. 


What is required is change in the way that important 
economic and social decisions are made. Business and 
government must now share their power with labour. If 
labour’s cooperation is required to lead us out of our 
economic difficulties then it can only be on the basis of a 
programme 
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@ which recognizes the right to employment for a living wage 
as the cornerstone of a productive and equitable society; 

e which recognizes the need to create jobs as the first 
economic priority; 

@ which contains a commitment to protect those who suffer 
from inflation by taxing those who benefit; 

@ which includes a commitment to redress this country’s 
unacceptable record in redistributing income; 

®@ which recognizes that an equitable society can only be 
achieved if the power of corporations to set prices is 
constrained to match the constraint which is imposed on the 
price of labour by the collective bargaining process; 

@ which recognizes that private investment decisions must 
serve the interests of ordinary people. 


Organized labour is committed to these objectives and 
principles. The only guarantee that they will be 
honoured in our national economic and social decisions 
is if organized labour is a full partner in making those 
decisions. 
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What is required is a system of national social and 
economic planning. Only through planned development 
will be able 


®to direct investment to creating jobs in secondary 
manufacturing and in the regions where they are most 
needed; 

® to ensure that the resources are available to meet basic 
needs such as housing; 

© to implement a programme of national manpower planning; 

@ to plan future urban growth and protect land for food 
production; 

® to negotiate the distribution of our national income on_an 
equitable basis; 

® to develop a national transportation_policy which would 
complement a national industrial strategy; 

e to ‘implement a social security and health services ‘system 
which would apply equally to all Canadians; i 


e to establish our national social and ¢ economic Priorities. 


The 10 point programme of the Canadian Labour 
Congress has been put forward as an alternative to the 
government's anti-inflation programme. It is a social as 
well as an economic programme which would establish 
basic standards of income and housing for all 
Canadians — which would create jobs and protect those 
who suffer most from inflation. It is a programme which 
has been adopted by all the affiliates of this Congress 
and which has been promoted and accepted the length 
and breadth of the labour movement. 


Our fight against wage controls must become a 
fight for a just and equitable society based on: 


@ the right to employment at a wage which will meet basic 
needs; 


@ the right to freely associate with your fellow workers; 
@ the right to bargain collectively with your employer. 


What is required now is a programme of action to defeat 
wage controls and achieve national social and 
economic planning. Only with such a programme can 
we honour our historic commitment to equality, justice 
and freedom for all and play our full part in securing the 
economic and social future of this country. 


Progressive change can grow out of the need for 
change, that is the price of our cooperation. To win in 
this struggle every trade unionist in our movement and 
every affiliate of this Congress will have to commit 
themselves to mobilizing our strength and coordinating 
our resources in a way which has never been done 
before. 
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This Programme of Action was approved by the 


17 th Constitutional Convention of the Canadian Labour Congress, 
held in Quebec City, May 17-21, 1976 


In this Convention we have adopted a 
Manifesto which commits and dedicates the 
labour movement of Canada to the goals of 
social equity and justice; to national economic 
and social planning; to social democracy; to 
labour’s rightful role in national policy-making 
and the sharing of power. 


_ Having adopted the Manifesto, the time 
has now come for this Convention to pledge its 
support for a programme of action that will 
bring to fruition the principles and the goals 
contained in the Manifesto. In order to achieve 
the goals of the Manifesto and expand our 
opposition to the controls, we must have a 
commitment from all sections of the Congress. 
Our goals will require the total mobilization of 
resources and the full collective will of the 
Canadian labour movement. Nothing less will 
do! 


The affiliates must commit the time, the 
expertise and the resources of their staff to the 
task of organizing and carrying the campaign 
to the communities in which our people reside. 
We must familiarize all Canadian workers and 
the Canadian public with our programme and 
our reasons for it; we must make them aware 
of the dangers inherent in the government’s 
programme; we must be under no illusion that 
when we adopted the Manifesto we made a 
commitment to work for meaningful change in 
Canadian society; and we must recognize that 
in order to achieve that change nothing less 
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Programme of Action 


than a total commitment from our affiliates to 
carry our whatever tasks are assigned to them 
will do. If the movement understands and is 
prepared to do all these things, then we can 
achieve what we have set out to do. 


On March 22nd we proved that we could 
mobilize our forces. We must now mobilize 
these same forces at the community level; we 
must be sure that our commitment to build a 
better society is understood by all Canadians; 
and we must make it clear that Canadian 
labour will not be part of this programme of 
wage controls because they strike at the basic 
principles upon which our movement was 
founded. It must be clearly understood by all 
governments that we will fight to maintain our 
heritage; the right to control our own destiny, 
the right to freedom of association; and the 
right to dissent. For without the preservation of 
these fundamental rights, we cannot preserve 
the democratic nature of our country. 


Therefore, the Executive Council, in full 
recognition of its responsibilities to the 
Congress, the affiliates and their membership 
and our country, recommends to this Eleventh 
Constitutional Convention that we dedicate 
ourselves to fight for the principles expressed 
in the Manifesto and to give the Congress 
through its Executive Council, a mandate to 
organize and conduct a general work stop- 
page, or stoppages, if and when necessary. 
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(Disponible également en francais) 


TEXT OF THE PRIME MINISTER'S MESSAGE 
ON NATIONAL TELEVISION AND RADIO, OCTOBER 13, 1975 


TEXTE DU DISCOURS DU PREMIER MINISTRE 
A LA RADIO-TELEVISION NATIONALE, LE 13 OCTOBRE 1975 


Tomorrow, the Government of Canada will ask Parliament 
for the authority to impose severe restraint upon rising prices 
and incomes, 

This program of restraint is the heaviest imposed 
upon Canadians since the Second World War. 

Under this program, a selected number of powerful 
groups in Canada will be required by law to obey strict guidelines 
on any increase in prices they charge, and incomes they earn. 

The price and income guidelines will take effect at 
midnight tonight. They will be enforced on the federal government 
and all its employees, on the fifteen hundred largest companies 
in Canada, including virtually every company in the construction 
industry, and on all the employees of all those companies. The 
guidelines apply as well to all professional people, such as 
doctors, lawyers, accountants and engineers, 

Today I asked all the Premiers to join as full partners 
in this attack upon inflation. I asked them to apply the federal 
price and income guidelines to all provincial and municipal 
public service Salaries, to all rents and all professional fees 
under their jurisdiction. 

Tonight I am making a direct appeal for the co-operation 
of all Canadians in the practice of individual restraint. Although 
the guidelines will be enforced against relatively few groups, 
they can only work if everyone is willing to accept these new 
limits and considers himself bound by them. This battle must be 
fought by all of us. Specifically, I am asking you to do what 
only you can do to knock the wind out of inflation. I am 
asking you to live by the fact that all Canadians must 
restrain their rising demands upon the nation's wealth, so 
that Canada as a whole will be able to live within her means. 

That is the only anti-inflation weapon which offers 
hope of permanent success. That weapon is in your hands, I am 


appealing to you to use it. 
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Demain, le Gouvernement du Canada demandera 
au Parlement l'autorisation d'imposer des restrictions 
rigoureuses a la hausse des prix et des revenus. 

Ce programme Ge restrictions est le plus sévére 
qu'on ait prescrit aux Canadiens depvis la Deuxiéme 
guerre mondiale. 

Aux termes de ce programme, certains groupements 
puissants seront contraints, en vertu de la loi, 
de se conformer & des directives strictes au sujet de 
toute augmentation de leurs prix et revenus, 

Les directives concernant les prix et les revenus 
entrent en vigueur ce soir, a minuit: elles auront force 
de loi pour le Gouvernement fédéral et tous ses employés, 
pour les 1,500 sociétés les plus importantes du Canada, 

y compris presque toutes les firmes de l'industrie du 
batiment et tous les employés de chacune de ces sociétés. 
Ces directives s'adressent également aux membres de toutes 
les professions libérales, notamment aux médecins, aux 
avocats, aux comptables et aux ingénieurs. 

J'ai demandé aujourd'hui & tous les premiers ministre pro- 
vinciaux de participer pleinement a cette attaque contre 
l'inflation. Je leur ai demandé notamment d'appliquer, 
dans le champ de leur compétence, ces directives fédérales 
concernant les prix et revenus & tous les salaires versés 
par tous les services publics provinciaux et municipaux, a 
tous les loyers, ainsi qu'a tous les honoraires professionnels. 

Je fais appel, ce soir, A la bonne volonté de tous les 
autres Canadiens: j'exhortechacun d'entre vous & faire preuve 
de modération. Bien que les directives ne doivent avoir force de 
force de loi que sur un nombre groupements assez restreint, 
elles ne peuvent étre efficaces que si tous acceptent ces 
nouvelles consignes et se considérent liés par elles. 

Cette lutte est l'affaire de tous et de chacun d'entre nous. 
Plus précisément, je vous demande de faire ce que vous seuls 


étes en mésure de faire pour venir & bout de l'inflation. 


There is a growing and dangerous conviction among 
Canadians that only the Government has the power to take effective 
action against inflation. There is a widespread belief that, 
if only the government would clamp down on itself, on big labor 
and big business, then the problem would be solved. Many believe 
that the exercise of individual responsibility and individual 
restraint is nut only unnecessary, but also ineffective. 

That belief is wrong. It is also the main force 
propelling the rise in the cost of living. The basic cause of 
inflation in Canada is the attempt by too many people and too 
many groups to increase their money incomes at rates faster than 
the increase in the nation's wealth. 

If I could persuade you of nothing else tonight, I 
would want to persuade you that no amount of government control, 
not even a vast army of bureaucrats operating the most massive 
restraining machinery, not even a total freeze of all prices and 
incomes of all Canadians, could permanently cure the disease 


of inflation. 


The only benefit of having restraint imposed by law 
is that it gives people time to understand and adopt the real 
cure, which is a basic change in our attitudes -- a realization 
that we cannot expect incomes to continue growing at a faster 
rate than the economy itself is growing. 

For if that realization does not become deeply imbedded 
in our national consciousness, if we do not succeed in changing 
our attitudes and expectations, if Canadians in great numbers do 
not agree to practice voluntary self-restraint, then, as surely 
aS night follows day, the rate of inflation will explode upward 


as soon as the government's restraining rules are removed. 


There are only two alternatives: either we live 
within our means, or we endure permanent and worsening intl tion, 
an inflation that is already damaging our employment and income 


prospects. 
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Je vous demande de reconnaitre dans le quotidien de vos 
vies que tous les Canadiens doivent mettre un frein aux 
exigences croissantes qu'ils ont a l'égard des ressources 
du pays, pour que le Canada puisse vivre selon ses moyens. 

C'est 14 la seule arme contre l'inflation qui per- 
mette quelque espoir de succés durable. Cette arme, vous 
l'avez entre les mains: c'est A vous de vous en servir. 

On observe chez les Canadiens une tendance dange- 
reuse & croire que seuls les gouvernements peuvent prendre, d'une 
Maniére efficace, des mesures contre l'inflation. On 
s'imagine généralement que 3i seulement 1'Etat se montrait 
sévére & son propre égard, a l'égard des grands syndicats 
et des grandes entreprises, le probléme serait résolu, 
Beaucoup sont persuadés que la modération individuelle 
n'est ni nécessaire ni efficace. 

Cette opinion est erronée. Elle est en outre le 
principal facteur inflationniste. La cause fondamentale 
de l'inflation, c'est qu'un trop grand nombre de gens et 
de groupements essaient d'accroitre leurs revenus a des 
taux supérieurs a celui de l'augmentation de la richesse 


nationale. 


Si je ne pouvais vous convaincre que d'une chose, 
ce soir, je voudrais que ce soit de ceci: que la plus 
sévére et la plus minutieuse des régies, ftit-elle confiée 
A une armée de bureaucrates, et que méme le blocage complet 
de tous les prix et revenus au Canada ne sauraient nous 
guérir pour de vrai du mal de l'inflation. 

Le seul avantage du recours a la boipce Yest cde 
donner aux gens le temps de comprendre et d'adopter le 
reméde véritable, a savoir une modification fondamentale 
de nos attitudes. Nous devons nous rendre compte, en 
effet, qu'il n'est pas raisonnable de nous attendre a ce 
que la croissance des revenus soit plus rapide que celle 
de l'économie méme du pays. 

Si le pays ne prenait pas une nette conscience de 
cela, si nous neparvenions pas a modifier nos fagons d'étre 


et nos aspirations, si la majorité des Canadiens refusaient de 


All over the world, people are caught in the grip 
of what some have called the revolution of rising expectations, 
We have come to expect that there is some magic by which we can have 
cheap and plentiful food, energy, housing and government services, 
together with an ever improving standard of living. We expect 
this as a matter of right, regardless of how successful or 
unsuccessful we are in increasing our production of goods and 
services. 

The problem is compounded by the significantly 
increasing fear of inflation which has swept across Canada in 
recent months. Because they are afraid of falling behind, Canadians 
in large numbers are trying to over-compensate for the worst 


conceivable rate of future inflation, 


Companies are setting prices high enough to insulate 
themselves from the most exaggerated predictions of future cost 
levels. Employees are demanding raises in income high cnough to 
protect themselves against the most hysterical forecastsof future 
prices. These demands for higher incomes are most apparent and 
most successful among precisely those large economic groups which 
have the power to impose their will on the rest of the country. 

In the scramble for security, it is the big and powerful who are 
winning, at the expense of those who are unable to protect themselves. 

That is why there is an urgent need to cool the fires 
of inflation now. And tha: is why, in the enforcement of the 
guidelines, we will be concentrating on those who, until tonight, 
have had the power to get what they want. 

af do not promise that the policy I am announcing will 
be an overnight cure for inflation. We cannot, for example, 
control price increases of imported commodities such as oil. In 
addition, price and wage increases of the last few months have not 
yet worked their way through our economic system. As they do, these 
increases will be felt by all of us as they are reflected in a 


higher cost of living in the future. 
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s'imposer une certaine modération, l'inflation connaitrait 
inévitablement une recrudescence explosive au moindre relA- 
chement des mesures gouvernementales. 

Nous sommes enfermés dans un dilemme: ou bien nous 
vivrons selon nos moyens, ou bien nous connaitrons une in- 
flation pire encore, une inflation qui déj& compronet nos 
perspectives d'emploi et de revenu. 

Partout dans le monde, on constate la 
révolte généralisée des espérances. Nous en sommes 
venus a penser que par quelque formule magique nous pouvons 
nous procurer a bon compte et en abondance, tout en améliorant 
sans cesse notre niveau de vie, la nourriture, 1l'énergie, 
le logement et les services gouvernementaux. Nous estimons 
que tout cela nous revient de droit sans égard a l'accroisse- 


ment collectif des biens et des services. 


La crainte grandissante que l'inflation a inspirée 
a la population au cours des derniers mois vient encore compliquer 
les choses. Parce qu'ils ont peur de perdre du terrain, 
beaucoup de Canadiens cherchent a surcompenser en fonction 
du pire taux d'inflation qu'il leur soit possible d'imaginer 
pour l'avenir. 

Les sociétés pratiquent des prix suffisamment 
élevés pour se protéger des pires hausses éventuelles des 

c'est-a-dire de leurs colts. 

prix de revient, Les employés exigent des augmeniations 
salariales suffisamment élevées pour répondre aux prévisions 
les plus sombres quant a l'avenir des prix. Ces exigences 
sont les plus fréquentes et ont le plus de chance de succés 
au sein de ces puissants groupements économiques qui sont 
Ccapables d'imposer leur volonté au reste du pays. 

Dans la course a la sécurité, ce sont les grands 
et les puissants qui l'emportent, aux dépens de ceux qui 
sont incapables de se protéger. C'est pourguoi il importe 
de freiner dés maintenant la surenchére. Aussi, dans 
l'application de nos directives, nous ferons surtout porter 
notre effort sur ceux qui, jusqu'& ce soir, ont disposé 


des moyens voulus pour obtenir ce qu'ils désiraient. 


There can be no immediate end to cost-of-living 
increases. This is not a short-term problem. We are in for 
a long, hard struggle. 

In this struggle, we must accomplish nothing less 
thin a wrenching adjustment of our expectations -=- an adjustment 
of our national lifestyle to our means. This change will not 
come easily, nor soon. It will take time before much smaller 
increases in prices and incomes are accepted as normal. It 
takes time for people to change their basic attitudes. But 


change we must. 


Because we cannot expect a quick or sudden moderation 
of deeply-rooted expectations, the program of restraint I am 
announcing tonight will be in effect for a considerable length 
of time. And I am telling you tonight that this program must 
work, because if it does not, the Government may be forced to 
impose mandatory, comprehensive, all-embracing price and income 
controls upon every man and woman in Canada. 

Now that you understand what I am asking of you, and 
why, let me go on to explain how the anti-inflation program will 
work. Everyone is expected to observe the guidelines; but the 
Machinery of enforcement will apply only to the following groups: 

First, all firms which have more than five hundred 
employees, together with all the employees of those firms. 

Second, all firms in the construction industry which 
have more than twenty employees, together with all the employees 
of those firms. 

Third, all those who are employed in federal governmen’ 
departments, agencies, and Crown Corporations. 

Fourth, all professional people who normally earn 
fees -- such as doctors, lawyers, accountants and engineers. 

I have urged each Premier to enforce the guidelines 
against all those who are employed in provincial government depart-— 
ments and institutions and all those employed in municipal govern- 


ment departments and institutions in each province. 
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Je ne promets pas que la politique que j'annonce 
puisse apporter du jour au lendemain un reméde i Tent dat 2 On. 
Les majorations de prix et de salaires de ces derniers mois, 
y compris la majoration d'un dollar, il y a deux semaines, 
du prix du baril de pétrole étranger, n'ont pas encore eu, 
sur notre systéme économique, toutes les répercussions 
prévues. A mesure que ces répercussions se feront sentir, 
nous devrons tous en subir progressivement le contrecoup 
lorsqu'elles se traduiront, avec le temps, par une hausse du 
coit de la vie. 

Il est donc impossible de mettre fin immédiatement i 
l‘augmentation des prix. Il ne s'agit pas 1A de difficultés 
passagéres. C'est une lutte longue et ardue qui nous 


attend. 


Dans cette lutte, il nous incombe en somme 
d'accorder nos désirs 4 la réalité, d'ajuster notre fagon 
de vivre & nos moyens. Pareille conversion ne sera ni 
aisée ni rapide. I1 faudra du temps avant que des aug- 
mentations beaucoup plus modestes des prix et revenus 
soient considérées comme normales. Aucun peuple ne peut 
changer en un seul jour ses attitudes fondamentales. 
Mais il faut absolument que nous changions. 

Parce que nous ne pouvons nous attendre a une 
soudaine atténuation de désirs si profonds, le programme 
de restrictions que j'annonce ce soir restera en vigueur 
pendant une période je temps considérable. Qu'on se le 
dise bien; ce programme doit, cotite que coiite, étre appliqué 
avec succés: sinon, le Gouvernement pourrait se voir forcé 
d'imposer au Canada une réglementation globale et obligatoire 
des prix et des revenus, s'appliquant partout et & tous, 

Je vous ai dit ce que j'attends de vous, et pourquoi. 
Je vais vous expliquer maintenant quel sera le mode d'appli- 
cation du programme anti-inflationniste. Les lignes di- 


rectrices devront étre observées par tous, mais les mécanismes 


juridiques de l'application du programme s'adresseront aux 
seuls groupements suivants: 
En premier lieu, toutes les entreprises ayant plus 


de 500 employés, ainsi que ces employés eux-mémes. 


Now let me tell you about the price guidelines, 
Prices charged by firms which come under the guidelines 


including federal crown corporations, will not be allowed to 


’ 
increase unless the firm's costs increase. Prices will be 

allowed to go up only enough to allow the firm to recover its 
increased costs. Moreover, if a company finds that its cost 

of doing business goes down, it will be expected to reduce its 
prices accordingly. In this way, profits and profit margins 

will be strictly controlled. 

During the first year of the program, the general 
rule for new contracts will be that employees of the government 
and of the designated firms may be allowed wage and salary 
increases of eight per cent to compensate for the increasing 
cost of living, plus an additional two per cent as their share 
of increased national productivity. In general, therefore, these 
wages and salaries cannot increase by more than ten per cent. 

Provision has also been made for groups who in recent 
years have fallen seriously behind, or who have surged considerably 
ahead. This provision could add or subtract an additional two 
per cent to their permitted increase. 

If, after the first year of the program, the cost of 
living has risen by more than eight per cent, an additional 
increase will be allowed to make up the difference. 

In order to ensure that: these guidelines will not 
impose an unfair burden upon low-income people, nor confer an 
undue advantage upon those with above-average incomes, there will 
be the two exceptions to the rule. First, the guidelines will 
not apply to any increase up to $600. And second, no one will 
be permitted an annual increase of more than:$2,400, 

These are the broad guidelines for wage and salary 


income. I repeat, they do not affect contracts or agreements 
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En second lieu, toutes les firmes de l'industrie du 
batiment ayant plus de vingt employés, ainsi que ces employés 
eux-mémes,. 

En troisiéme lieu, toutes les personnes employées 
dans les ministéres fédéraux, ainsi que dans les organismes 


et sociétés de la Couronne relevant de la compétence fédérale. 


En quatriéme lieu, tous les professionnels qui 
recoivent habituellement des honoraires, comme les médecins, 


les avocats, les comptables et les ingénieurs. 


provincial 
J'ai prié chaque premier ministre/d'appliquer ces 


directives A tous ceux qui travaillent dans les ministéres 

et les institutions relevant de la compétence provinciale, 

et de veiller & ce que ces directives soient également appli- 
quées, dans sa province, a tous les employés des institutions 
et services municipaux. 

Je passe maintenant aux directives concernant les 
prix. On ne permettra pas que soient majorés les prix 
facturés par les entreprises qui sont assujetties aux di- 
rectives, y compris les sociétés de la Couronne, a moins 
que n'augmentent les prix de revient de l'entreprise et méme 
alors, on ne permettra pas que les prix soient majorés, 
si ce n'eSt-dans la mesure ot cela est nécessaire pour per- 
mettre & l'entreprise cc récupérer l'accroissement de ses 
prix de revient. En outre, lorsqu'une société estime que 
ses frais d'exploitation accusent une baisse, on s'attendra 
a ce qu'elle réduise ses prix en conséquence. Les profits 
et les marges de profit seront, de la sorte, sujets a une 
stricte surveillance. 

Au cours de la premiére année du programme, les 
employés de 1l'Etat et des firmes désignées se verront ailouer, 
en régle générale et en cas de nouveaux contrats, des majo- 
rations de traitement de l'ordre de 8 pour cent, en compen- 
sation de l'augmentation du cot de la vie, plus une ma- 
joration supplémentaire de 2 pour cent au titre de leur 
part dans l'accroissement de la productivité nationale. 
Donc, dans la majorité des cas, ces salaires et traitements 


ne pourront pas augmenter de plus de 10 pour cent. 


already in existence, but apply only to new contracts. But I want 
to make clear that the income guidelines apply to all forms of 
income -- including rents, dividends, fees charged by doctors, 
lawyers, accountants and engineers, executive salaries, business 


profit margins, and government wages and salaries. 


Compliance with the guidelines by the designated 
groups will be monitored by an Anti-Inflation Review Board. 

The Board will identify those who do not comply 
voluntarily with the guidelines, and will report them to a 
special administrator. The government hopes there will 
be few who do not comply. 

The administrator will have the power to order a 
price increase rolled hack, or a pay increase cut back. If his 
order is disobeyed, then stiff penalties, backed by the full 
force of the law, will be swiftly applied. 

We believe that if the largest and most powerful groups 
practice price and income restraint, the effect will be felt 
throughout the entire nation. When the leaders set a reduced pace, 
others will follow. 

If a large manufacturing company holds its prices down, 
the small businessman buying from that company will be under less 
pressure to increase his prices. If powerful trade unions cut 
back their wage demands, other workers will be more willing to 
aim for Lower wage targets. When professional people and landlords 
restrain their fee and rent increases, then the wage earner and the 
Salaried person will see that there is justice and fzirness in 
the system. 

I recognize that if those large groups are willing to 
Go their part to help bring down the rate of inflation, then 
governments also must do their part. Therefore the federal govern- 
ment will limit further its own spending, to add to the restraint 


we announced in the Budget last June. 
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Les directives tiennent compte des groupes qui, 
depuis quelques années, tirent sérieusement de l'arriére 
ou connaissent un progrés marqué. Cette disposition pourrait 


augmenter ou diminuer de 2 pour cent l'augmentation autorisée. 


Si, aprés la premiére année qu programme, 1'aug- 
mentation du cotit de la vie a été supérieure & 8 pour cent, 
une majoration supplémentaire sera accordée afin de 


compenser la différence. 


Pour bien s'assurer que ces directives n'imposent 
pas un fardeau excessif aux personnes a revenu modeste, ni 
n'accorde un avantage indu 4a ceux qui jouissent d'un revenu 
supérieur @ la moyenne, il y aura d@ux exceptions a la 


régle: 
Premiérement, les directives ne s'appliqueront 


pas aux augmentations ne dépassant pas 600 dollars. 

Deuxiémement, aucune augmentation annuelle de 
Salaire et de traitement excédant 2,400 dollars ne sera 
autorisée. 

Ce sont 1&4 les grandes lignes concernant les 
revenus d'emploi. Bien entendu, les directives ne touchent 
pas les contrats ou conventions collectives déja en vigueur, 
elles concernent seulement les nouvelles ententes. Mais 
je tiens & souligner que les directives au sujet du revenu 
s'appliguent a toutes les formes de revenu, y compris loyers, 
Gdividendes, honoraires de médecins, d'avocats, de comptables 
et d'ingénieurs, traitements de cadres, marges de profit des 
entreprises, et salaires et traitements versés par les 
gouvernements. 

Nous comptons sur la collaboration entiére et volon- 
taire de tous les Canadiens pour la réalisation de ce pro- 


gramme. 


L'observation des directives, par les groupements 
désignés, sera surveillée par un Bureau d'examen et de 
contréle. Le Gouvernement établira ce bureau dés demain. 

Le nouvel organisme sera chargé de repérer les 
groupements désignés qui ne respectent pas volontaircement 
les directives et il devra les porter a l'attention d'un 


administrateur spécial. Le Gouvernement espére que de tels cas 


ne se présenteront pas fréquemment. 


Increases in the federal government spending will be 


severely controlled in three ways: 


First, the wage guidelines will be applied to all 
employees of the federal government, its agencies and Crown 


Corporations. 
Secondly, there will be practically no growth in 


the Public Service, except for the limited number of people 
required to implement this program of restraint, and additional 
law enforcement personnel required to implement the government's 
new program to reduce violent crime. Details of that program 
will be announced in the weeks ahead. 

Thirdly, we will eliminate or reduce spending in many 
smaller, but separate areas that all add up. For example, strict 
economies will be imposed on the administrative and housekeeping 
aspects of the government's business. 

I must point out, however, that this does not mean 
that government spending will be absolutely frozen. Indeed it 
must increase if we are to continue to provide essential services, 
such as cushioning Canadians against part of the increase in the 
cost of imported oil, protecting the aged and others living on 
fixed incomes against some of the effects of inflation, and 
continuing to provide assistance to those who are unemployed, 
Programs such as these are the cornerstone of the economic and 
social policy of the government -- the maintenance of a high level 
of economic activity combined with a large amount of income re- 
distribution and protection for the less fortunate. I know that 
Canadians would not want the burden of fighting inflation to be 


shifted to those least able to bear that burden. 
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L'administrateur aura le pouvoir d'ordonner le 
retrait d'une augmentation de prix ou la réduction d'une 
majoration de Salaires. Si l'on passe outre & l'ordre de 


e _- & . : e ° 
l'administrateur, la loi prévoit des sanctions rigoureuses 


et applicables sans délai. 


Nous croyons que, si les groupements les plus 
puissants, et les plug importants font preuve de modération 
en ce qui touche les prix et les revenus, le pays entier 
s'en ressentira. Lorsque l'exemple vient de haut, il est 
généralement suivi. 

Si une grande société manufacturiére fait en sorte 
que ses prix n‘augmentent pas, le petit commer¢ant, qui 
achéete les produits de cette industrie, sera moins enclin 
a majorer les siens. Si les grands syndicats ouvriers 
réduisent leurs exigences salariales, d'autres travailleurs 
seront mieux disposés & viser des augmentations moindres. 

Si les membres des professions libérales et les propriétaires 
demandent des augmentations d'honoraires et de loyers moins 
élevées, le salarié se rendra compte que ces directives 

ne sont pas dénuées de justice. | 

J'admets que, si les grands groupements consentent 
a faire leur part pour freiner l'inflation, les gouvernements 
doivent aussi faire la leur. C'est pourquoi le Gouvernement 
fédéral comprimera encore plus ses dépenses, conformément a 
ce que nous avons annoncé dans le budget de juin dernier. 

Le Gouvernement central prendra trois moyens pour 
contenir rigoureusement l'augmentation de ses dépenses. 

En premier lieu, les directives en matiére de 
Salaires s'appliqueront a tous les employés du Gouvernement 
fédéral, des organismes fédéraux et des sociétés de la 


Couronne. 


En second lieu, la Fonction publique n'augmentera 
presque plus des effectifs, si ce n'est dans le cas des 
employés, peu nombreux, qui assureront l'application du 
présent programme de restrictions et aussi de ceux dont on 


a besoin pour mettre en oeuvre le nouveau programme de lutte 


The program I have explained to you tonight, and which 
I discussed earlier today with the provincial Premiers and with 
the leaders of the opposition parties, will be laid before Parliament 
tomorrow. We will ask Parliament to consider the legislation 


immediately. 


This anti-inflation program does not impose anyextreme 
hardship upon the people of Canada; but it does mean that we 
are going to have to swallow some strong medicine. 

People are willing to take medicine, however distasteful 
it might be, because they know they must take it if they want to 


recover their health. 


In the same way, I am asking the people of Canada 
to accept tough limits on their behaviour so that our economy 
can recover, so that we can all be much better off in the future 
than we would be if we allowed the economy to continue along 
its present destructive course. 

The government's anti-inflation program is designed 
to ensure healthy and enduring economic growth for our country. 
The success of the program depends upon the understanding, the 
will and the common-sense of Canadians. I believe that Canadians 
will respond to the program. 

Together we can make it work. 


Together we will make it work. 


contre le crime et la violence. On fera connaitre les 
détails de ce programme au cours des prochaines semaines. 

En troisiéme lieu, nous réduirons ou éliminerons 
les dépenses dans un bon nombre d'autres secteurs moins 
importants mais qui, tous ensemble, prennent une certaine 
importance. Par exemple, l'administration interne du 
gouvernement fera l'objet de strictes mesures d'économie. 

Mais, bien entendu, cela ne veut pas dire que 
les dépenses gouvernementales n'augmenteront pas du tout. 
Il faut qu'elles augmentent pour le maintien de certains 
seivices essentiels. Nous -levons, entre autres choses, 
mettre les Canadiens, pour une part du moins, a l'abri 
des majorations du prix du pétrole importé, protéger des 
effets de l'inflation les personnes agées et les autres 
citoyens a revenu fixe, ou venir en aide aux chémeurs. 

Ce sont 1a des programmes essentiels, car ils comptent 

parmi les fondements méme de la politique économique et 
sociale du gouvernement, c'est-a-dire qu'ils sont des 
programmes capables d'assurer un niveau d'tactivité écono- 
mique élevé tout-en garantissant une large redistribution 
des revenus et la protection des citoyens les moins fortunés,. 
Les Canadiens, j'en suis str, ne voudraient pas gue le far- 
deau de la lutte anti-inflationniste soit rejeté sur ceux 
qui sont les moins capables de le supporter, 

Le programme que je vous expose ce soir et que j'ai 
discuté plus tét avec chacun des premiers ministres provin- 
Ciaux, ainsi qu'avec les chefs des partis d'oppositio., sera 
déposé au Parlement demain. Nous allons demander au Parle- 


ment d'étudier ce projet de loi immédiatement. 


Bien que ce programme anti-inflationniste ne doive 
pas imposer de dures contraintes au peuple canadien, il 


faudra quand méme consentir certains sacrifices. 


La population est préte & faire des sacrifices, si 
pénibles soient-ils, parce qu'elle les sait nécessaires au 
redressement de la situation. 

J'exhorte donc les Canadiens & se plier & de 
fortes restrictions, afin que l'économie se rétablisse, 
afin que nous puissions étre dans l'avenir en bien meilleure 
posture que nous ne le serions si nous laissions 1'économie 
suivre le cours néfaste de sa présente évolution. 

Le programme anti-inflationniste du Gouvernement est 
concu de fagon a garantir 4 notre pays une croissance éco- 
nomique plus saine et constarite. Son succés dépend de la 
compréhension, de la bonne volonté et du bon sens des 
Canadiens. 

Je crois que vous saurez l'accepter, ce programme. 

Ensemble, nous pouvons en faire une réussite. 


Ensemble, nous en ferons une réussite. 
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Outline of Proposed Modifications 
in the Guidelines for the Restraint 
of Prices and Profits 


Price developments since the Anti-Inflation program was introduced have been 
encouraging. Analysis of the application of the present guidelines indicates, however, 
that modifications are needed in order that they will continue to provide a basis for 
effective price control in the future. The modifications summarized here will increase 
the overall effectiveness of the price restraint and ensure that the degree of restraint 
which was originally intended will be achieved. They will also provide a more even 
distribution of restraint among firms. 


The impact of the present guidelines on individual firms varies widely. Some firms are 
not subject to adequate restraint on their future pricing decisions. By contrast, other 
firms are subject to excessively severe restraint, to the point where the pricing action 
necessary to ensure compliance could have seriously harmful effects not only on these 
firms, but also on their competitors. If action is not taken to overcome these problems, 
while maintaining overall restraint on prices consistent with the objectives of the 
program, increasing difficulties will be encountered. 


Both the choice of rules available at present to firms and the impact of the various 
bases in the existing rules have led to difficulties. 


Under the present guidelines for the non-distribution sector the impact of the unit cost 
rule (Section 16) can be very different from that of the product line or the overall net 
margin rules (Sections 17 and 18). Under Section 16, the base against which 
compliance by a firm is determined is unit profits in its fiscal year prior to the 
introduction of the program, or unit profits on or about October 13, 1975. On the other 
hand, the base for the net margin test in Sections 17 and 18 is the five fiscal years prior 
to October, 1975. The effective difference between the bases under the two rules can 
be very substantial indeed, with the result that broadly similar firms find themselves in 
widely differing positions under the present guidelines. 


Even within an existing single rule, the position of individual firms is not necessarily the 
same. The impact of the five-year base that is available under Sections 17 and 18 can 
vary greatly among firms, depending on their own experience during those years and in 
the subsequent period up to the introduction of the program. Thus a firm whose net 
margin was significantly higher in 1975 than on average during the five years included 
in the base may be subject to very substantial restraint in relation to its position at the 
start of the program. At the other extreme, a firm whose margin had tended to decline 
and was lower in 1975 than over the preceding five years may have available very 
substantial room to raise prices before the guidelines impose a limitation. 


The rule for distribution activities provides for only one base, the 1974 fiscal year. 
Nonetheless, the impact of that single base varies among firms. 


A Uniform Net Margin System 


The best way to overcome the problems noted above is to establish a uniform type of 
rule to which all firms will be subject. The one approach having general application 
among firms is a net margin rule of the same character as in three of the four existing 
rules. The net margin rule is an effective technique of price restraint and provides 
broadly similar treatment to all. It should be noted that companies having roughly 80 
per cent of the gross revenues of all businesses subject to mandatory compliance are 
now subject to the net margin rules. The basic net margin test will apply at the level of 
the total operations of the supplier. 


However, suppliers having both distribution and non-distribution activities will be 
required, as at present, to treat these two activities separately. The distinction must be 
maintained in order that these different kinds of business may be subject to rules 
appropriate to each kind of actiyity. The calculation of the overall net margin test will 
be made separately for distribution and non-distribution activities. 


This overall net margin test provides the best assurance of general pricing restraint 
consistent with the objectives of the program. However, many firms sell a variety of 
products and customarily organize these products into product lines. It is necessary to 
maintain a product line rule in order to tie permitted price increases to related cost 
increases. For both distribution and non-distribution activities, firms that have not 
already established product lines for purposes of the program will be required to do so 
where this is appropriate. Firms that have already established product lines will be 
required to maintain them. A margin test will also apply to these product lines. 


Because pricing practices are different in distribution than in non-distribution activities, 
different margin tests will apply to product lines in the two activities. 


In distribution businesses, the test for product lines will be on the basis of gross 
margins. A gross margin test is used for distributors in the present rules, but it 
applies at the level of the distributor as a whole rather than to product lines. 


For non-distribution businesses, the product line test will be a net margin test. 


(A gross margin is the difference between the price which the distributor receives and 
the price which the distributor pays for the goods he sells. The pre-tax net profit 
margin is the difference between the price received by the firm and all the costs which 


it incurs. As used here, the terms refer to these margins expressed as percentages of 
sales.) 


The Base Periods and Compliance Tests 


All firms will be able to use, as base periods, either the five fiscal years prior to October 
14, 1975 (specifically the base now used in Sections 17 and 18), or the most recent 


fiscal year ended prior to May 1, 1976. Either base may be selected for each product 
line net margin and for the overall net margin. 


Excess revenue, that is, revenue in excess of that permitted by the guidelines, will 
continue to be the basis of assessing whether a firm has complied with the guidelines. 


Firms will be required to calculate excess revenue, both on the overall basis and by 
totalling excess revenue for their individual product lines. Excess revenue for 
compliance purposes will be the larger of these two amounts. 


The degree of restraint on prices is determined by the percentage figure which is 
applied to the relevant margin in the base period. Under the present net margin rules 
for non-distributors, that figure is 95 per cent. The new base period provisions would 
result in an easing of the total restraining impact of the program if the permissible 
margin were maintained at 95 per cent of the base period margin. In order to ensure 
restraint consistent with the objectives of the program, the percentage for 
non-distribution activities will be reduced to 85 per cent, at both the product line and 
the overall level. 


For distribution activities, the gross margin for product lines will be 100 per cent, the 
same as in the gross margin test that now applies to a distributor’s total business. The 
net margin applied to the total distribution business of a supplier will be 95 per cent. 
The introduction of distribution product lines will give distributors the opportunity to 
improve their overall gross margins through the choice of base periods and changes in 
the mix of their product lines. 


Deductions from Excess Revenue 


Excess revenue arising from the application of the margin rules may be reduced by 
deductions which recognize unacceptably low base period operating results and, in the 
case of non-distributors, from the application of specified pricing and productivity 
rules. The specific provisions dealing with these two important questions will be 
detailed at the time the draft regulations are released. 


Interim Pricing and Prenotification 


The changes outlined above will provide an improved basis for the continuing control 
of prices. The basic pricing rule will continue to be that firms must price their products 
in such a way as to avoid excess revenue. The prior notification system that has been 
used by the Board is an effective monitoring technique and has increased the pricing 
discipline on firms. This system will continue to be used but the Anti-Inflation Board 
intends to substantially increase the number of firms that are required to give it prior 
notification of price increases. The prenotification procedures will require careful and 


complete elaboration by the supplier of any prospective developments that he may 
advance to justify price increases. 


Restricted Expenses 


It is proposed to amend the rules for ‘‘restricted expenses’’. Charitable contributions 
will be deleted from this section, as will expenditures for research and development 
that are certified by the Department of Industry, Trade and Commerce for 100 per cent 
deductability under the /ncome Tax Act. Political contributions will be added to the list 
of restricted expenses. 


Other Proposals 


Trappers and Fur Farmers 


Construction 


Land 


Trappers and fur farmers are to be made expressly exempt from the application of the 
guidelines. This will place them in a position parallel to farmers and fishermen whose 
farm gate or wharf-side prices are exempt from the controls. 


The provision whereby construction prices established through competitive bidding by 
firms employing less than 500 persons are exempt will now apply to all firms in the 
construction industry which are subject to the Anti-Inflation guidelines. 


To ensure the continued availability of land for development, and to apply the 
guidelines more fairly, a revision is being made to apply the guidelines only to the 
appreciation in land value since October 14, 1975. 


Implementation 


The draft regulations will be issued shortly. It is intended that the new guidelines will 
become effective in July. The amendments will include transitional rules which will 
recognize that price actions may have been taken prior to May 26, 1976 which were 
allowable under the old rules but which would generate excess revenue under the new 
rules. 
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"INFLATION AND THE AIB" 


This August, the University of Waterloo held its fifth "Annual 
Conference on Pre-University Education in Economics. 


There were several excellent panel discussions, perhaps the most 
distinguished on "Inflation and the AIB". The papers were delivered 
by David A. Dodge, Director General of the Economic Research Branch 
of the Anti-Inflation Board, Mel Kliman, Associate Professor of 
Economics at McMaster University and Donald J. Daly, Professor in 

the Faculty of Administrative Studies at York University and a member 
of the Board of Directors of CFEE. 


We are pleased to enclose these three speeches. While they do not 
encompass all points of view on the AIB, (indeed that would be im- 
possible) they do present divergent opinions and provocative comments. 


This publication is the beginning of a new "stream" in our publishing 
Program. We propose to circulate relevant and up-to-date papers 
which we are reasonably sure will not be published elsewhere. They 
are for interest, information and education. The Foundation does 

not endorse particular positions on economic policy. Policy state- 
ments made by authors are their responsibility as individuals and 

are not official positions of the Foundation. 


These publications will deal with ongoing issues which may well not 
be resolved or fully defined for many years. We aim only to keep 
our readers informed of recently expressed ideas on current topics. 


Reflections on the Causes of Inflation in Canada and Methods of Control 
David A. Dodge 


I have been asked to review the history of Canadian inflation over 
the last decade, to summarize governments' responses to the problem 
and to explain why the government chose in October 1975 one part- 
icular package of measures, including controls, to combat inflation. 
This is a tall order! What I propose to do is to outline briefly 
the recent history of inflation in Canada, then analyze the options 
open to the government last fall, and finally summarize the logic 
of and prospects for the program. All views which I express are 

my own and do not necessarily represent those of the Anti-Inflation 
Board or of the Government of Canada. 


Inflationary pressures had been building up for many years - it was 
not a sudden phenomenon that led to the action last Oct. 14. From 
1966 to 1972, the average annual C.P.I. increase was 3.8 percent, 
not large by current standards, but double the 1 3/4 percent of 

the previous decade. 


Oe: 


During this period there was one relatively short-lived attempt 

in 1969 , 1970 - to stop the upward progress of inflation. 

Similar unsuccessful attempts were made in the United States and 

in some of the other major industrialized countries. Then, largely 
because of the high rates of unemployment that resulted, the policy 
makers did an about face in terms of demand management policies in 
1971, eventually triggering a world boom. In Canada most of the 
stimulus came from monetary policy. In fact, the money supply grew 
by about 14 percent in both 1971 and 1972 in Canada, after in- 
creasing by onlys2.3' percent in’ 1970: 


It is both interesting and important to note, however, that through- 
out this entire period the government sector as a whole including the 
federal, provincial and local governments - did not once run a 
deficit. Fiscal policy throughout this period, therefore, can best 
be termed as neutral in its overall effect on the level of economic 
activity. 


But by 1973 the expansionary monetary policies applied here and 
abroad had pushed both the Canadian economy and the world economy 
up against capacity ceilings. If the Canadian economy alone had 
been expanding rapidly, then the strong domestic demand could 

have been satisfied through higher imports. But the strong foreign 
demand that existed at that time prevented this typical escape 
valve from operating. The net result of competing for the avail- 
able supply of world resources was the swift bidding up of the prices 
of those goods at rates of change which were unprecedented in any 
peacetime era. This increase in commodity prices in mid-1973 

was further aggravated by the effect that the world-wide crop 
failures in 1972 had on 1973 food prices. 


For a year or so, inflation in Canada centred on food only. 

The food component of the CPI advanced almost 15 percent, while 
the CPI excluding food was up only 5 percent. Wage increases had 
Not yet accelerated - in fact in 1973 the Average Weekly Wage in- 
creased by only 7% percent after increasing by more than that in 
each of the three previous years. 


By 1974 price increases became more widespread, however, as food 
prices continued to increase at an above average rate, and as 
world-wide commodity prices sustained their high levels. Com- 
pounding this entire situation was the quadrupling of oil prices 

by the OPEC countries in late 1973 which alone accounted for between 
two and three percent of the overall rise of 11 percent in the CPI 
in Canada in 1974. 


By the end of 1974, however, world demand pressures had receded 

into history. Industrial production had begun to decline in the 
OECD* countries in response to increasingly restrictive demand 
Management policies applied during the course of the year. Like 

the other western nations, Canada adopted a somewhat more restrictive 
policy stance in 1974. Money supply growth slowed to less than 

10 percent and the Federal election in July postponed the Budget 
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until late in the year, thus allowing the natural growth of tax 
revenues to exert a drag on the economy. It should be noted however, 
that once the Budget was brought down in late 1974 it became clear 
that Canadian fiscal policy would not turn as sharply restrictive 

as did U.S. policy. This budget represented a conscious effort to 
maintain output and employment in the face of world-wide recession. 
Unlike its American counterpart, the Canadian federal government 
opted for employment growth rather than price stability. 


In early 1974 average weekly wages were up by about 8 percent over 
the previous year, but by the end of the year the gain had risen 

to well over 13 percent. Thus, the year which began with food 

and fuel cost-push inflation, finished with a labour cost-push 
inflation. By the beginning of 1975, the main dynamic element 
spurring price increases was wage inflation. In fact, some of the 
increases in commodity prices, which were the source of inflation 

in 1973, reversed themselves in 1975 as industrial production 
plunged 8% percent in the OECD countries. The U.S. Department of 
Commodity Price Index Geclined by 25 percent from its peak in 
February 1974 to its trough in June 1975. In contrast, average 
weekly wages during the first half of 1975 were up almost 15 percent 
over the levels of the previous year. New wage settlements reported 
by Labour Canada contained first year increases averaging 22 percent 
for the first nine months of 1975. 


While this figure in itself was a cause for worry, it was of 
particular concern because the rates of increase in wages in the 
States, our major trading partner, had decelerated. The explanation 
for this divergence in wage trends between the two countries is 
fairly straightforward. A large decline in output and an unemployment 
rate that approached nine percent were exerting a restraining in- 
fluence on wages in the United States, just as theory tell us they 
should. The recession in Canada had been much less severe because 
of, among other things, the large and timely injection of fiscal 
stimulus in the November 1974 Budget. We had weathered the 
recession better than our trading partners but at the cost of a 
higher rate of inflation. 


* The member countries of the OECD are: Australia, Austria, 
Belgium, Canada, Denmark, Finland, France, the Federal 
Republic of Germany, Greece, Iceland, Ireland, Italy, 
Japan, Luxembourg, the Netherlands, New Zealand, Norway, 
Portugal, Spain, Sweden, Switzerland, Turkey, the United 
Kingdom and the United States. 
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Thus, during the late summer and early fall of 1975 the government 


of 


Canada found the economy to be in the following position: 

The rate of inflation was in excess of ten percent. 

The unemployment rate was in the seven percent range. 

Wage settlements continued to average over twenty percent in the 

first year of all contracts signed. 

Time lost through work stoppages due to industrial disputes on a 

per worker basis was second only to that of Italy. 

Both real gross national expenditure and total industrial output 

were running at lower than year earlier levels. 

Almost fifty percent of all consumers expected inflation to get 

worse, not better. 

An attempt earlier in the year to obtain a consensus among 
leaders in the business, labour and government sectors had 
failed. 


Alternative Courses of Action 


Many avenues were open to the government to correct the situation. 
I will consider two in addition to the current program. 


(1) 


The Do Nothing Approach 


Many economists argue that inflation would have receded on its 
own. They point to the fact that the rate of inflation abroad 
was already coming down, and they argue that this success would 
have been transmitted directly to Canada in the form of less 
rapidly rising prices for imported goods. Competition from 
imports would force domestic producers to increase their prices 
less quickly than otherwise and to exercise more discipline 
over their costs. In addition, they argue, there were domestic 
factors working to bring about a deceleration in the rate of 
inflation. Chief among these was the historically high unemploy- 
ment rate. 


The problem with this approach was that Canada would probably 
have had to put up with a high unemployment rate for a long 
period of time before a reasonable rate of increase in costs 
would be restored. Canadians would have continued to expect 

a continuing high rate of inflation but been very uncertain 
about what the precise number would be. Labour would quite 
legitimately have continued to press for very high wage settlements 
and business, expecting that these increases could be passed 
on to consumers, would not have been very resistant to the 
demands. Later, faced with strong competitive pressure from 
abroad and somewhat more sluggish domestic demand, firms would 
have found it very difficult to pass on these cost increases 
and been forced to cut production and employment. Thus, the 
do-nothing approach would probably have resulted in continuing 
large increases in prices and costs, heavy unemployment and 
reduced investment for a long period of time. This approach 
was Clearly unacceptable. 
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(2) 


ee 
A Traditional Monetary and Fiscal Deflation 


Other economists have argued that we should have followed the 
traditional route of lowering price pressures by a sharp and 
immediate reduction of the growth rate of the money supply, and 
by a restrictive fiscal stance. The United States chose that 
method and once again it proved to be quite effective. However, 
the cost they had to pay for this improved price performance 
was a dip of over 6% percent in real GNE during their recession. 
By comparison, the decline here was less than 1% percent. 
Obviously this is a very high cost. 


The most compelling reason for not following this approach is 
that an overly restrictive fiscal and monetary policy would 
push the unemployment rate high enough that the public outcry 
would lead in all likelihood to the government reversing its 
policy stance. Back in 1969 the government cut its expenditures 
and increased taxes by enough to move from a balanced budget 

to a $1 billion surplus. Fiscal policy was singlemindedly 
directed towards squeezing the last vestiges of inflation out 
of the system. Meanwhile, monetary policy was only moderately 
restrictive. As the economy weakened because of fiscal restraint, 
imports began to fall, generating a large current account surplus. 
It was this surplus that obliged the government to float the 
Canadian dollar. Once freed from the constraints of a fixed 
exchange rate in 1970, the monetary authorities were able to 
tighten up monetary policy as well. Consequently, output 
growth slowed to 2.5 percent in 1970 pushing up the unemploy- 
ment rate with a lag to an average of 6.4 percent in 1971. 

It was this high level of unemployment that compelled the 
government to alter course and adopt an expansionary policy 

in 1971 and 1972, thus adding to the demand pressures 
experienced in 1973. The lesson to be learned from this 
episode is that a policy of steady restraint is a much better 
way to combat inflation than a policy that swings erratically 
according to the mood of the public between excessive restraint 
and excessive stimulus. A policy of excessive restraint 
contains the seeds of its own destruction. The best way to 
avoid excessive stimulus in the future is to avoid excessive 
restraint now. If there is one lesson to be learned from our 
past mistakes in stabilization policy, this is it. As you 

can see, neither of these alternatives to our current program 
was very attractive. I will now turn to the current program. 


The Current Program 


It is important to recognize that the Anti-Inflation Program consists 
of much more than just wage and price guidelines. 
There are four main elements: 


(1) 


Fiscal and monetary policies aimed at increasing total demand 
and production at a rate consistent with declining inflation. 
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(2) Government expenditure policies aimed at limiting the growth 
of public expenditures and the rate of increase in public 
service employment. 


(3) Structural policies to deal with the special problems of energy, food 
and housing, to ensure a more efficient and competitive economy 
and to improve labour-management relations. 


(4) A prices and incomes policy to establish guidelines for 
responsible social behaviour in determining prices and incomes 
of groups, together with machinery for administering these 
guidelines and ensuring compliance where necessary. 


The first element is obviously the key to the whole exercise. ~A__ 
temporary prices and incomes policy can only reduce the rate of inflation 
temporarily unless the lower rate of inflation is consistent with the— 
overall setting of demand management policy, particularly monetary 
policy. If the lower rate of inflation is consistent with the thrust 
of policy, then a prices and incomes policy can accelerate the attain- 
ment of that lower level of inflation, and make sure that a larger 
proportion of the short-run adjustment caused by the tightening 

policy comes through lower prices rather than lower output.) 

While all economists agree that the first element of the program 

is a necessary condition for reduced inflation in the short run 

there is great debate as to whether it is a sufficient condition. 

Many economists opposed to the controls element of the program have 
argued that fiscal and monetary restraint alone would have produced 

the desired results. Some, mainly the "monetarists", argue that 

these results would have been achieved as the rate of monetary 
expansion slowed with a period of relatively high but unavoidable 
unemployment. These people argue that controls will do nothing 

to accelerate price declines nor to mitigate the necessary unemployment. 
Others opposed to the controls program argue that expectations would | 
have adjusted rapidly without the program, and that inflation would 
have come down without a period of sustained high unemployment. 


- Unfortunately, as I pointed out above, the evidence of the 1969-1972 
period does not support either group. 


As 1 read the evidence, expectations dé adjust slowly. Businesssand 
labour are slow to revise expectations in response to an announcement 
of a change in policy direction. For six to eighteen months they | 
See aie to act as though no change had been made. Thus to get some 

pe ecwege ghee Ormance within ai year, very restrictive fiscal | 
and monetary policies would have to be used if they were used alone | 
with a consequent adverse impact on employment. The purpaeeae alles | 
controls is to force the private sector to act in a manner consistent 
with the new fiscal and monetary stance - i.e.,controls do not 
necessarily change expectations; they force businessrand Jeneumnes 

behave as though they had adjusted their expectations. 


ee ES ae program contains a controls element in order to 
force behavior to be consistent with the fiscal and mo 


netar Oulske 
eee oP ogram-. Controls permit these policies fo eee ; 


faster minimizing the impact on em 
ployment and output; <a: 
the effect on prices. put; maximizing 
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Fiscal, Monetary, and Government Expenditures Policies 


The basic principle underlying Canadian monetary policy continues 
to be that the money supply should grow along a path capable of 
accommodating a satisfactory rate of real economic growth accompanied 
by some slowing in the rate of price increase. To accomplish 

the dual objectives of sustaining the recovery, while bringing 
down the rate of inflation, Mr. Gerald Bouey, Governor of the 
Bank of Canada, stated emphatically on two occasions in 1975 that 
the growth of currency and demand deposits will be kept between 
10 and 15 percent in 1976 and preferably near the bottom of the 
range. Has this been the case? As of July, the money supply had 
Shown an increase over year-earlier levels of only 9 percent. 

The increase in 1975 over 1974 was 16 percent. 


Concerning fiscal policy, governments at all levels have announced 

and appear to be adhering to a restrictive stance in 1976 and 1977. 
The growth of government expenditure is expected to slow to about 

the same pace as GNE. The full employment surplus is expected to 
climb from its present deficit to a very healthy surplus and then 

stay there. It is worth pointing out again that even though restraint 
at the current juncture is a good thing, it is definitely possible 

to get too much of a good thing. Severe restraint by the Federal 
Government at this moment could have serious implications for the 
fledgling recovery, especially when account is taken of the larger 
amount of fiscal restraint now being practiced by provincial and 
municipal governments. Provincial governments, in particular 

those of Ontario and British Columbia, are in the process of 

cutting expenditures and raising taxes to eliminate their large 
deficits. In the budgets brought down to date, provinces have 

raised taxes by $700 million. Municipalities are already feeling 

the pinch as provincial governments cut back on their municipal grants. 
As a result, municipal property taxes are expected to rise faster 

than the overall price level. 


The clear signs emerging from the Bank of Canada, and from the 
federal, provincial and municipal governments all point in the 
direction of restraint. Thus the major portion of the Anti-Inflation 
Program is already underway, and in the right direction. But what 
about that other aspect, the controls? 


Prices and Incomes Policy 


The most publicized and controversial element of the Program is, 
of course, the prices and incomes policy administered by the 
Anti-Inflation Board. A system of guidelines for prices and 
compensation has been instituted. The AIB seeks compliance with 
these guidelines from all Canadians, but focuses the tools of 
nforcement primarily on the most powerful groups of society. 

While the program is to last three years-only, the objectives 

/ are to achieve a permanent reduction in the rate of inflation. 

'It is expected that the restraint of monetary and fiscal policies 

/will achieve this permanent reduction in the inflation rate. 

| The controls were instituted to ensure that most of the adjustment 
to this restraint is achieved on the price side, not the real out- 

/ put side.| This is obtained in the following manner: 
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A. The rate of growth of wages is restrained during the first year 
of the program to the target C.P.I. growth plus 2 percent for 
productivity gains. The object is to reduce the rate of 
inflation by limiting the growth of money incomes. As the 
Board plans to be equitable and flexible, there will be excep- 
tions made in select cases. 

B. This results in a reduction in the rate of increase in unit 
labour costs to about the first year target (8%). 

C. Processors and distributors are forced to pass on this reduced 
labour cost in the form of smaller price increases because 
profit margins are controlled. Each firm subject to the quide- 
lines will be controlled by the profit margin tests. Controls 
are imposed on periodic price changes and separate controls 
establish the maximum profits which a firm can generate without 
being in contravention of the guidelines. 

D. In addition, control of profit margins reduces the normal increase 
in unit profits which occurs in the early phases of the business 
cycle. 

E. The resulting slower growth in prices in the first year of the 
program means that labour will "require" smaller nominal wage 
increases in the second year of the program in order to achieve 
an increase in real wages. Thus wage growth again will be 
restrained by the AIB to a two percent "real" increase. 

F. As before, the wage growth reductions are passed on to consumers 
in the form of a reduced rate of price increase because of controls 
on profit margins. 

G. This cycle is repeated once more in the third year of the program 
to achieve a target rate of C.P.I. increase of four percent by 
the end of 1978. 

The success of this process will be judged on whether or not we attain 

Our IC Pei CargeouwnoOwevelysnoOcvat.L Of the’ C. Pll. is’ controlled by 

the Anti-Inflation Program. Excluded are: 

(1) Agriculture and Fishing 11% 

(2) Crude Petroleum at the welt-—-head 4% 

(3) Imports 17% 

(4) Interest 3% and 

(5) Public Sector charges 


(primarily indirect business taxes) 15% 


To the best current knowledge, the Anti-Inflation Program exercises 
primary control over almost half of the C.P.I. The potential impact 
of the program extends further than this though, for if the guide- 
lines are effectively applied, an indirect "secondary" control can 
be exerted over much of the rest of the C.P.I. I will give three 
examples of "secondary" control. First, if domestic price increases 
are held below the average inflation rate of imported goods there 
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will be an incentive for domestic goods to be substituted for imports. 
This will tend to decrease the (implicit) weight of imports in the 
C.P.I. and cause an appreciation of the exchange rate, thereby 
reducing the effect of import price increases on the C.P.I. Second, 
controls on public sector wages should serve to restrain public 

sector charges. Third, the Anti-Inflation Board controls many of the costs of 
the agricultural sector. Altogether, it is possible that these 
secondary effects of the program could raise the amount of the C.P.I. 
subject to control from 50 percent to as high as two-thirds. Thus, 

if the core wage and price compliance programs are consistently 
implemented, the effective scope of the Anti-Inflation Program is 
quite wide. 


Evaluation of the Program 


As you are aware, the price target for the first year has been set 
at an increase of eight percent in the C.P.I. between October of 
1975 and October of 1976. 


In July the CPI was up by only 6.8 percent compared to a year ago. 
Between now and October increased prices for food, automobiles, 
automobile insurance and property taxes could push the index up 
such that the year to year gain is slightly more than it was in 
July. But it is our expectation that our target of eight percent 
will be achieved. My estimate is that we will do better than that. 


Mel Kliman 


I assume that having a discussant to comment on the major speaker 

is expected to stimulate controversy. Charge someone ahead of time 
(particularly a nit-picking professor) with thinking up criticisms 

of a speech (given by an envoy of the government yet) and one can 
expect the blood to flow. I would wager that the organizers of 

this session expected no trouble in getting that sort of battle going. 
Canadian economists seem to agree in their view on the anti-inflation 
program. With few exceptions, they are unambiguously against it! 
Ironically, for this session the organizers hit upon one of those 

few exceptions. I'm sorry to disappoint them, and maybe even Dr. Dodge 
if he has a sporting spirit, but I'm not about to stomp contemptuously 
on everything our speaker has had to say. 


At the same time, to assure you that I am not secretly representing 
the Liberal Party, I do think that wage-price controls involve 
serious problems and that it might well have been better if the 
Government had not introduced controls last October. 


So as not to hand my fellow panelists any easy repartee, let me 
indicate that I understand the position I have just taken. Having 
observed that the majority of economists are unambiguously against 
controls, I also realize that what I have just said does not even 
allow you to conclude whether I personally am ambiguOusly against them 
or ambiguously for them! 


Let me try to unravel the conundrum I have set up. 


In principle, the idea of wage and price controls makes sense to me. 
For a variety of reasons inflationary pressures are built up in an 
economy. Once established the inflation feeds on itself; price in- 
creases justify wage increases, which justify more price increases 
and-SoO on in the familiar spiral. Keynesian monetary and fiscal 
policies have been found to be less effective and more disruptive 
than was once thought. But, they can work more favourably if they 
can be applied at a time when those who negotiate for and set wages 
and prices agree to cooperate in a program of restraint. Inflation 
will be abated more quickly and less unemployment will be created 
because enforced decreases in aggregate demand will not have to be 
so great. But an appropriate spirit of cooperation does not emerge 
by itself; hence the need for a carefully engineered government 
controls program. 


Please understand that I am not presenting this as some hypothetical 
textbook model which requires a set of assumptions that almost 
certainly does not apply in the real world. That would be setting up 
a straw man to be easily demolished. I mean to imply that I am 
optimistic enough to believe that, in the Canadian economy, there 
could exist appropriate conditions, involving the usual practical 
problems, political cross pressures, and uncertainties, in which a 
government could effectively lead business and labour into a 
restraint program that would, in a reasonable sense, actually work. 
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And keep in mind the attractive simplicity that underlies the whole 
ideas. While individual restraint may be naive and irrational, 
restraint in concert may be quite rational. An individual company 
does not want to hold the line on prices and an individual union 
does not want to hold the line on its wage demands, because each is 
rightly concerned that others in the economy will not do the same. 
It can end up selling its product or service cheaply and buying 
everyone else's dearly. But if most companies and most unions all 
act in concert, relative prices and wages are roughly maintained. 
Only inflation declines. 


Why then do economists tend to scorn wage-price controls? I want 
to review some of the major arguments. 


I'm sure this audience is familiar with the most fundamental argument. 
Wage-price controls interfere with the operation of the price system, 
the mechanism by which resources are allocated in the private sector. 
For that system to work it must be possible for the price of each 
good to change relative to other prices, in response to changes in 
demand for individual goods or changes in the abilities of firms to 
produce them. A ceiling on wage-price increases, at a time when 
there are inflationary pressures, interferes with the adjustment of 
relative prices. Resources are not reallocated as they should be. 
Bottlenecks and shortages appear. Resources are wasted. 


Such inefficiency imposes a real burden on the whole society. That 
is, the total value of goods and services produced will be less than 
in the absence of wage-price controls. 


This sort of cost to society is increased by the resources taken up 

in administering the program. I'm referring to the cost of that 
bureacracy in Ottawa that was supposed to number 250 and was up 

above 900 the last I heard. That portion of the cost of the program 
is probably not great in the whole scheme of things, but since it is 
paid directly by the taxpayer, instead of being buried in the 
complexities of national product accounting, it has an irritation 
value beyond its real magnitude. Added to that are the administrative 
costs incurred by business, labour unions, and other levels of 
government in contending with the program. 


A second major argument is that controls simply don't work! Attempts 
to identify and estimate the impact of control programs in other 
countries have provided the critics with ammunition. Estimates of 
the impact run from an outright negative effect (i.e. an increase 

in the inflation rate) to perhaps a percentage point decrease in 

the inflation rate in a year. And it is claimed that any positive 
effect will be offset by a predictable burst of inflation at the 

time the controls are removed. 


These are stock arguments presented by many economists, not only 
against the current set of wage-price controls but against their 
use in all but the most dire circumstances (e.g., in the event of a 
major involvement in a major war). In isolation, I think they are 
usually made out to be stronger arguments than they actually are, 
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which makes it worthwhile to make some comments on them before pro- 
ceeding to other questions. 


On the costs of interfering with the price system: 


I would by no means suggest that there is no danger in such inter- 
ference. Canadians are lucky that their economy is among those few 
in the world where the average level of frustration connected with 
mere everyday consuming of goods and services is low. Though I am 
not a staunch free marketer, I believe that this has something to 

do with free enterprise and that it could be diminished by long- 
lasting thoughtless controls. However, the present Canadian controls 
are not permanent and they are not insensitive to allocation problems. 
The obvious evidence of the latter is that the most competitive parts 
of the economy are exempt from controls. MALES, Ba 


Of course there will be a real cost due to the inefficiencies of 
the controls and their administration. But so is there a cost 
connected to the inflation itself and to alternative policies to 
deal with it. Those who dismiss controls out of hand sometimes 
seem painfully compartmentalized in their application of economic 
theory. One regularly hears the plea that cost-benefit analysis 
should be used to make economic decisions. One rarely hears even 
an allusion to it in this context. (I say "rarely" because I know 
of a recent notable exception to which I will return shortly). 

The question is not whether controls create inefficiency, but 
whether the burden connected with a policy containing controls 

is more costly than the burden associated with the available 
alternatives. For instance, though we have a contractionary monetary- 
fiscal policy now, it would quite possibly be significantly more 
severe in the absence of controls, which would cause unemployment 
and lost output to be even higher than it is already. 


Where are the comparisons to show that the latter burden is lesser 
than the former? I admit that trying to generate such numbers is 

a horrendous job, but their conceptual existence should at least be 
acknowledged. 


On the question of effectiveness: 

Do controls work? My judgement, all things considered, is that they 
should have a significant effect (and that's a little bit more than 
a mere 'gut feeling' even though I have not personally been involved 
in this area of research and cannot claim to be an expert on the 
matter). The majority view that they do not work is based on very 
complex statistical analysis. Though the opponents of controls will 
achknowledge that such studies involve some very tricky assumptions 
and that the conclusions of one study appear to contradict those of 
another, many critics continue to cite the studies as evidence in 
support of their position and appear very certain of the ineffect- 
iveness of controls. I do not think that certainty is warranted. 


See Ales 
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There is not sufficient time here to consider all of the other 
arguments used against wage-price controls individually. Buta 
number of them fit into a broad category that I will note. It is 
that a controls program sets into motion forces that alter the 
structure of the economy, that change the arrangements by which 
economic decisions are made, that encourage the disintegration of 
orderly mechanisms for distributing income. If controls work once, 
they will be used again. In order to entice groups into the coop- 
erative venture, each one has to be given some concession. They 
gain political power. More and more issues have to be decided in the 
political arena and the democratic process may not be well equipped 
to handle them all. Disruptive tactics escalate; there is more 
bitterness in the air. 


While I have not done it here, it is possible to construct a fairly 
convincing scenario of this sort. Such arguments were presented very 
effectively by Professor Richard Lipsey at the June meetings of the 
Canadian Economics Association. He is the exception that I noted 
above. In support of his plea for a strong stand by economists against 
the controls he organized his argument in a cost-benefit framework. 

In his view the benefits are only short-term and of questionable value, 
while the costs, of the sort I mentioned above, are long term and 

of great magnitude. 


While it is not clear to me that all of the long term changes that can 
be brought on by wage-price controls are necessarily bad, in general 
these latter arguments worry me. 


These concerns, combined with a strong suspicion that the minimum 
underlying conditions required for a profitable controls program have 
not prevailed in Canada over the past year, together lead me to argue 
that we would have been better off without the package that descended 
on us last October. 


The suspicions I am referring to are based on such things as: the 
observation that monetary policy had not been adequately directed to 
the inflation problem when it could have been (meaning that this 
traditional tool had not been fully used before the radical decision 
to apply controls was taken); the attitudes of organized labour and 
the sorry state of relations between government and labour; and the 
inability of the government to inspire cooperation, along with its 
inability or unwillingness to assure that effective administration 
of the controls be given absolutely top priority. 


aes short, I do not think wage-and-price controls should be rejected 


| out of hand as a way of dealing with inflation. But I think they 
| should be used more cautiously than they are being used in Canada. 
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Current Macro Policies: Canadian Inflation in Historical Perspective 
Deion Daly; 


North America has not had any experience with peacetime inflation 
rates of 10 per cent per year since the post-civil war period in 

the United States, just over a hundred years ago! We are thus beyond 
the range of being able to learn from past experience. However, 

the hvper-inflationary experiences of several other countries have 
been reviewed by economists, including Phil Cagan, who defines a 
"hyper-inflation" as one in which the rate of price increase exceeds 
45% per month. Admittedly, in Canada the rate of price level in- 
crease never approached such dimensions. but an examination of 
phenomena common to the "hyperinflations" can teach us quite a lot 
that is of relevance to the current situation. 


We are seeking the answers to two questions in historical experience. 
What has caused past hyperinflations? Has severe unemployment occurred 
when such past inflations were checked? 


What has caused past hyperinflations? 


The experiences of about thirty countries in past extreme inflations 
have several common characteristics. There have always been some 
sectors in which prices went up more than the average. Output per 
person employed has generally declined. Central as a common causal 
factor in past hyperinflations has been a rapid increase in the money 
supply preceding the inflationary period for an extended period of 
time. Frequently this emerged as a byproduct of war finance and/or 
an inadequate tax system. Milton Friedman has summarized that in- 
flation is always and everywhere a monetary phenomenon. I have not 
found an exception to that generalization. 


Has severe unemployment resulted when inflations were checked? 


Unfortunately, fewer studies have been made of developments after 
inflations were checked than of the inflationary episodes themselves. 
The studies made have generally indicated a recovery on the supply 
and productivity side when inflations were checked, rather than a 
major collapse in demand and a rise in unemployment. 


It is unfortunate that more study has not been made of the ending 

of inflations. No record of severe and prolonged increases in 
unemployment emerged from the countries and periods that I have 

read about or studied (although there was a short and sharp recession 
in the U.S. and Canada in 1920-21). 


Although David Dodge largely follows the Ottawa line that large 
unemployment would have emerged if severely restrictive monetary and 
fiscal policies had been followed, this result is not clearly in- 
dicated by the historical record. It is clear that a number of 
historical episodes contradict that prediction. 
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Have we had steady policies of restraint? 


David Dodge of the Anti-Inflation Board has indicated that appropriate 
fiscal and monetary policies are a necessary condition for reduced 
inflation, and that this is the key to the whole exercise. I would 
agree with this central point. A relevant question is whether, in 
fact, we have had persistent and steady policies to control inflation 
over the last four years. 


Since the Canadian dollar was permitted to float in 1970, the 
authorites have not been limited by the fixed exchange rate or by 
an agreement on the size of foreign exchange reserves such as pre- 
vailed in the late 1960s. Total assets of the Bank of Canada have 
increased 15 per cent per year over the last four years, and 14 per 
cent in the last year. These provide the basic cash reserves of 
the chartered banks, on which total allowable deposits are based. 
The increase in currency and privately-held deposits was 17 per cent 
Per year over the last four years, with annual rates of 16 per cent 
for the last six months and 15 per cent for the last three months. 
These rates of monetary expansion can support an increase of 5 or 6 
per cent per year in real output, and still sustain rates of price 
increase close to 10 per cent a year! 


(The definition of the money supply emphasized by the Bank of Canada 
and mentioned by Dodge covers only about one-fourth of total deposits; 
the monetary authorities can influence the total, but have very little 
direct influence on whether it is held in demand or savings deposits. 
Money supply narrowly defined, emphasized by the Ottawa authorities, 
has increased less in recent years than have total deposits, and is 
more in line with GNP. But this measure downplays the substantial 
increase in savings deposits that can be used readily for spending 
purposes. It can be assumed that spending decisions are affected 

by total asset holdings, not just the small component in current 
accounts. ) 


Total expenditures by the federal government on a national accounts 
basis have increased at a rate of 19 per cent per year over the last 
four years, with transfer payments to persons and other levels of 
government increasing more rapidly than expenditures on goods and 
services. Quarterly data to date have not indicated a significant 
slowing down in these increases over the last year. 


Increases in both total money supply and government expenditures 
have been markedly higher in Canada than in the United States during 
the 1970s. 


During the last year there have been indications that some of the 

key fiscal and monetary policy makers of recent years have recognized 
that serious mistakes in the direction of excessive expansion have 
been made. Speeches and the last Annual Report of the Bank of Canada 
have recognized this. The previous Minister of Finance, John Turner, 
and the previous Deputy Minister of Finance, Simon Reisman , have 
both indicated awareness of this in public speeches. Newspaper 
reports have speculated that proposals to cut spending estimates in 
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the current fiscal year were not supported by cabinet. One story 
suggested that when proposals for expenditure cuts were requested 
from civil servants, the list included a "pet" project of almost 

every cabinet minister, and cabinet interest in major expenditure 
cuts cooled rapidly. 


It has sometimes been suggested that policies of restraint had been 
tried and had failed in Canada, and that the Anti-Inflation Board 

was adopted as a preferable approach which would involve smaller 

costs to the economy. The evidence summarized above indicates that 
policies of restraint have not been seriously tried in Canada even yet. 


It would not be difficult for a few of the hundreds of economists in 
the Departments of Finance and Industry, Trade and Commerce, and in 
the Bank of Canada, to become knowledgeable about evidence of the 
kind summarized here. They should already possess this knowledge in 
order to do their day-to-day jobs effectively. I doubt that it is 
lack of knowledge of policies that is really the problem - policies 
Which would effectively moderate inflationary policies and also 
improve the operation of the market system in a small open economy 
without a fixed exchange rate. 


Could the continuance of inflation in Canada reflect the possibility 
that the federal government is a major beneficiary of inflation? 


How does the federal government benefit from inflation? 


The federal government currently benefits from inflation in two ways-- 
first, on the tax side, from revenue buoyancy, and second from the 
decreased real purchasing power of bonds and monetary assets. 


On the tax revenue side, the tax structure of the federal government 
is very buoyant as incomes rise, either from real growth or from 
inflation. A number of years ago I made an estimate that federal 
revenues would go up by 13 per cent if GNP went up 10 per cent 

(partly reflecting the elasticity in personal income tax). This 

has since been reduced somewhat by the indexing of personal exemptions 
and tax bracket limits introduced in 1973. However, capital gains 

are still not indexed and corporation profits taxes fail to reflect 
replacement costs that are substantially higher than depreciation 
charges permitted for tax purposes. 


This revenue buoyancy permitted the federal government to spend a 
growing share of GNP, to reduce taxes more often than raise them, 

and to have a national accounts budget surplus for part of this period. 
But it is inappropriate to call it a period of fiscal restraint cibg 


expenditures grew more rapidly than GNP! 


The federal government also benefits from inflation as it reduces 

the real purchasing power of the outstanding debt, roughly $35 billion 
recently. A 10 per cent price increase reduces the real purchasing 
power of both the interest and principal on those bonds, as many 

bond holders have begun to realize! Price increases also reduce the 
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real purchasing power of money balances, and currency and total private 
holdings of chartered bank deposits are now about $70 billion. With 
federal debt and bank deposits presently totalling more than $100 
billion, a 10 per cent price increase reduces the real purchasing 

power of those assets by about $10 billion a year. 


One could look at that reduction in purchasing power as being comparable, 
in economic effect, to a tax of 10 per cent on holders of those assets. 
That would be comparable to about one-third of current federal gov- 
ernment revenues and similar in effect to a very sizeable tax - one 

that has not been passed by Parliament! 


These two examples illustrate how the federal government actually 
benefits from inflation to a significant degree. It is also of 
interest that changes in pensions for civil servants provide them 
with a unique degree of personal protection from inflation. Civil 
servant pensions are now fully indexed to price increases which may 
take place after retirement. Very few private pensions include 
comparable arrangements. Actuaries who have been consulted on such 
possibilities in the private sector have provided evidence to 
Management on the substantial costs of even small steps in the 
direction already taken in the federal pension scheme. 


The federal government benefits from inflation, while civil servants 
have a unique degree of protection from its costs! 


However, governments in a democratic country cannot isolate them- 
selves from public opinion forever. In a way we all provide support 
for inflation to some degree. Everyone wants higher prices for the 
things they sell, and lower prices for the things they buy! The 
government is in the difficult position of trying to reconcile the 
conflicting goals and aspirations of different regional, occupational 
and industrial groups, and the elites who put forward their proposals 
to the government. Thus far, the government's response to these 
pressures has been monetary and fiscal policies that continue to be 
stimulative, while they preach the virtues of restraint to others. 
The Anti-Inflation Board provides some policing on the 50 per cent 

of the economy their legislation covers, but effective restraint on 
the monetary and fiscal side by the federal government is still an 
essential but missing link in the policy mix. 
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The Anti-inflation Program 


The key elements of the anti-inflation program launched two years ago were 
price and income controls, a gradual slowing down in the growth of the 
money supply, restraint of government expenditure and wide-ranging 
improvements to the structure of the economy. 


We continue to give full support to the Bank of Canada in reducing the rate 
of growth of the money supply and we remain committed to expenditure 
control. It is our firm intent to keep the increase in our spending within the 
growth of the economy. We have achieved considerable success, as have the 
provincial governments. 


Our expenditure ceilings are coming under very heavy pressure. Slower 
growth of the economy is costing us more in unemployment insurance, in 
payments to the provinces and in interest on the public debt. We are faced 
with higher outlays as a result of lower wheat prices and the very bad 
weather during this harvest. Despite these pressures, we will do whatever is 
necessary to stay within the ceilings set by my predecessor last March. 


The controls on prices, wages and other incomes have contributed greatly to 
checking the inflationary spiral in our economy. But they should not be a 
permanent program because the government does not believe in excessive 
intervention in the marketplace. While controls cannot be removed imme- 
diately, phased decontrol will begin on April 14, 1978, two and one-half 
years after the program began. 


The further period of control will enable us to make more progress in 
bringing down the rate of inflation and in reducing inflationary expectations. 
In the next few months we will amend the Anti-Inflation Act to ensure 
effective administration of controls during the period of transition and to 
minimize the risk of a bulge when controls come off. We will also proceed 
with establishment of an agency to monitor and report upon price and cost 
developments. 


In the phased process of decontrol beginning next April 14, employees will 
be free of controls for their guideline years which start after that date. 
Business will be free of price and profits controls for their fiscal years which 
begin after that date. 


Changes are being made in the guidelines for the third year of the program. 
They are fully explained in the Supplementary Information | will be tabling. 
Briefly, the basic guideline for wages and salaries will be 6 per cent. The 
experience adjustment factor will continue to apply. Dividends will remain 
under control. The permissible increase will be reduced from 8 per cent to 

6 per cent, the same amount as for wages and salaries. 


We have no choice but to keep slowing down the increase in costs if we are 
to get the economy going again and reduce unemployment. Barring unfore- 
seen events, the rate of inflation will come down below 6 per cent next year, 
so the lower guideline will not lead to a fall in real incomes. Furthermore, 

| am taking steps to ensure that the take-home pay of lower and middle 
income workers will increase. 


If we had left the regulations unchanged, the guideline would have been 
about 8 per cent because the consumer price index has gone up by more 
than the price target this year. But | would like to emphasize that the first 
two years of the program taken together were just about on target. We did 
better than the target by almost 2 per cent in the first year and seem likely 
to fall short by about the same amount in the second year. This was due to 
two main factors. First, food prices fell in 1976 and then rose sharply in 
1977. Second, the Canadian dollar remained quite strong through much of 
1976 but has since fallen quite sharply. This has pushed up the prices of the 
things we buy abroad. 


There is no way in which we can protect Canadians from the loss of real 
income caused by higher import prices. If money incomes were allowed to 
rise correspondingly, the inevitable result would be still higher prices and we 
would be worse off. 


Anti-Inflation Regulations 


The anti-inflation controls program will continue into its third year. On 
April 14, 1978 the withdrawal of controls will begin. The procedure is based 
on “Method 3” in the chapter on the Withdrawal of Controls in the Discus- 
sion Paper ‘‘Agenda for Co-operation”. The details are described below. 


Certain changes in the regulations are necessary to ensure that the controls 
will contribute to a further reduction in the rate of inflation. 


Compensation 


The guideline for compensation increases in the third program year has been 
set at 6 per cent plus or minus any experience adjustment factor, up to 2 per 
cent, that is applicable to a group in light of its prior compensation experi- 
ence. The single number 6 per cent replaces the ‘‘basic protection factor’ 
and the ‘‘national productivity factor” of the first two program years. The 
provisions allowing increases to $3.75 an hour or by $600 a year as well as 
the upper limit of $2,400 remain in force. Other features of the compensa- 
tion regulations are also unchanged. 


Groups will not be subject to mandatory controls for guideline years 
commencing on or after April 14, 1978, whether they relate to single year 
compensation plans or to the later years of plans covering more than one 
year. 


The guideline year for each group is fixed by the anti-inflation regulations 
and cannot be altered by the parties to a compensation plan. The guideline 
year begins on the anniversary of the date on which the group’s compensa- 
tion first became subject to controls. Therefore, if the beginning of a guide- 
line year for any group falls before April 14, 1978, compensation for that 
group will be subject to the guidelines regardless of whether the compensa- 
tion plan is settled before April 14 or at some later date. 


Professional Fees and Incomes 


Dividends 


The regulations for professional firms are amended to provide for a 6 per 
cent increase in the third program year. Other provisions of these regulations 
including the limit of $2,400 on “‘income improvement” are unchanged. 
Professional firms remain subject to mandatory control to the end of their 
fiscal years ending in 1978. 


The restraint of dividends is extended to October 13, 1978. On October 13, 
1977 the dividend limit in force last year was extended as a temporary 
measure. The dividend limit applicable for the year ending October 13, 1978 
is now increased from its level during the previous year by 6 per cent. Except 
for this change in the ‘‘dividend factor’’, the dividend regulations are 
unchanged. 


Prices and Profits 


The exit from price and profit controls, as with compensation, will be 
phased in relation to April 14, 1978. 


Suppliers with fiscal year ends from April 14, 1978 to December 31, 1978 
inclusive will exit from controls at the end of that fiscal year. These suppliers 
account for about 90 per cent of those subject to mandatory controls. 


Slightly different arrangements will apply to suppliers whose fiscal years 
end between January 1, 1978 and April 13, 1978 inclusive. The smaller 
companies in that group, those subject to the Level II! reporting require- 
ments of the Anti-Inflation Board (AIB), will remain under control to the 
end of that fiscal year. The larger companies, which report quarterly to the 
AIB, will remain under the price and profit regime until the end of their last 
fiscal quarter falling in 1978. It is planned to amend the regulations to 
provide that the relevant period, generally three fiscal quarters, will be a 
compliance period for purposes of the price and profit regulations. 


The present reporting requirements outlined in AIB bulletin Al-31-P, 
including prenotification of price increases, will continue to apply to 
suppliers during their final compliance period. Suppliers that have been in 
an excess revenue position for that period will be required to satisfy the 
AIB that they have made arrangements to dispose of the excess revenue. 
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A. Introduction 


On October 20, 1977 the Minister of Finance announced that the 
Anti-Inflation Program would be phased out beginning April 14, 
1978. The purpose of this bulletin is to explain the manner in 
which Parts 3, 5, 6 and 7 of the Anti-Inflation Guidelines will 
be phased out and the Board's view on certain issues which may 
arise as a result during the decontrol period. 


B. Application 


This bulletin applies to chartered banks subject to Part 5, 
other financial intermediaries subject to Part 6 and all 
suppliers who are subject to Part 7 of the Guidelines. It also 
applies to corporations which are subject to the Part 3 dividend 
guidelines. 


C. Final Compliance Period 


Ew Anti-Inflation | Commission de lutte P.O. Box No. 1750, Postal Station “B” 


The final compliance period for which suppliers will be required 
to submit compliance period reports is the first fiscal period 
ending in 1978 with one exception. Level I and II suppliers who 
have fiscal periods ending after December 31, 1977 and before 
April 13, 1978 will be required to report for an additional six 
or nine month period, whichever ends nearest to but before 
January 1, 1979. The final compliance period for such suppliers 
will therefore be less than a full fiscal period in length. 
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Level I and II suppliers include those suppliers subject to 
Parts 5, 6 or 7 of the Guidelines who earned gross revenue from 
operations in excess of $25 million in the last fiscal period 
ending before October 14, 1975 or in the first or second compli- 
ance period and those suppliers who have been designated Level I 
and II suppliers by the Board. 


For purposes of establishing a supplier's final compliance 
period, the Board will look to the practice which the supplier 
followed in determining his fiscal year end in previous compli- 
ance periods and in the base period. Each supplier will receive 
a letter from the Board stating the end of his final compliance 
period according to the Board's records. Suppliers whose 
records indicate that a different date should be used should 
contact the Board immediately. 


D. Measurement of Compliance for Suppliers with Short Final Compliance 
Periods 


A supplier whose final compliance period is less than twelve 
months in length will be allowed to adjust his target net margin 
percentage for that period. Such a supplier may compute his 
target operating profit using either his target net margin 
percentage calculated in accordance with the existing Guidelines 
or an adjusted target net margin percentage. It is recommended 
that suppliers who intend to use adjusted target net margin 
percentages clear them with their Industry Contact Officers 
before the commencement of their final compliance periods. 


To make this adjustment, the supplier must first calculate his 
net margin percentage for the corresponding six or nine month 
period in the preceding compliance period and divide it by his 
net margin percentage for the full period. (Net margin 
percentage for this purpose means the supplier's adjusted 
operating profit divided by his gross revenue from operations in 
the relevant part of his business.) The supplier's adjusted 
target net margin percentage may then be calculated by 
multiplying his target net margin percentage computed under the 
existing Guidelines by this fraction. In effect the supplier 
will be allowed to prorate his target operating profit in 
accordance with the seasonal profit pattern he experienced in 
the previous compliance period. 


In some cases, a supplier's normal seasonal profit pattern may 
have been disrupted in the previous compliance period. Such a 
supplier may use the seasonal profit pattern which occurred in 
his base period to calculate an adjusted target net margin 
percentage. This calculation should be made in the same manner 
outlined above using the net margin percentage for the 
corresponding quarters of the base period and the net margin 
percentage for the full base period. 
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E. Compliance Plans 


Suppliers are expected to complete their final compliance 
periods without excess revenue. Those who are unable to avoid 
earning excess revenue will be required to submit compliance 
plans with their compliance period reports showing how they 
intend to eliminate the excess revenue. In judging the 
acceptability of such compliance plans, the Board will give 
considerable weight to two factors: the degree to which the 
excess revenue will be returned to the market in which it was 
earned and the speed with which it will be eliminated. 


Suppliers will be required to dispose of all excess revenue 

as quickly as possible after the amount of excess revenue has 
been determined. For most suppliers immediate rebates will 

be the most practical method of elimination. However, in cases 
where rebates are inappropriate, the Board will accept alternate 
compliance plans. As part of an alternate plan, a supplier must 
be able to demonstrate clearly that the excess revenue will be 
eliminated through direct pricing action ~ either price 
reductions or price freezes. In order to facilitate the 
monitoring of such plans, the Board will also consider the 
degree to which the supplier is willing to disclose publicly the 
amount of excess revenue earned and the proposed method of 
elimination. The 9 and 12 month price freezes which were 
outlined in the policy memorandum on atypical bases issued on 
July 29, 1977 may also be used to dispose of excess revenue 
earned in the final compliance period. 


Depending on the compliance plan agreed to by the Board and the 
supplier, the Board may require a supplier to submit financial 
information after the completion of the final compliance period 
in order to ensure that the terms of the plan have been met. 


F. Pricing Guidelines - Chartered Banks, Trust Companies and Other 
Financial Intermediaries 


The price freeze on service charges for financial intermediary 
operations outlined in bulletins AI-24-P, AI-32-P and AI-33-P 
has been extended until the end of the final compliance period 
with some adjustments. Suppliers may increase the rates in 
effect on October 31, 1977 by 5%, subject to a rounding provi- 
sion which allows for individual rate increases of up to 

12 1/2%. In order to monitor these rate increases, the Board 
has imposed a ceiling of 5% on the overall increase in potential 
service charge revenues during the final compliance period. The 
current limits on interest rate spreads also outlined in bulle- 
tins AI-24-P, AI-32-P and AI-33-P remain in effect until the end 
of the final compliance period. 


A supplier who is subject to Part 5 or 6 of the Guidelines must 
inform the Board of any proposed service charge increases for 

his financial intermediary operations. Before instituting any 
increases, such a supplier must file a schedule with the Board 
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showing his overall permissible increase in service charge 
revenues for the final compliance period. No service charge 


increases will be allowed until this schedule has been approved 
by the Board. 


Suppliers whose operations are subject to both Parts 6 and 7 of 
the Guidelines may continue to claim exemption from excess 
revenue earned on their Part 7 activities if they continue to 
freeze their fees, commissions and service rates for those 
activities at the levels prevailing at October 13, 1975. 


G. Dividends 


The third compliance period for the restraint of dividends is 
the twelve months ending October 13, 1978. The dividend factor 
for this period has been increased by 6% over the factor permit- 
ted in the second compliance period. As a result, a company may 
during the third compliance period increase the dividend payment 
on a class of shares by 14.48% over the corresponding dividend 
base level. Alternatively a company may declare and pay divi- 
dends on all classes of its shares that do not in total exceed 
25% of its earnings in any one of the last three fiscal periods 
ending prior to October 14, 1977. 


Where a company was allowed to exceed the dividend limits in the 
first or second compliance period in order to raise additional 
equity capital, the Board will permit the company to increase 
its dividend payments by 6% in the third compliance period. 
Companies will also be permitted to exceed the Guidelines in 
order to avoid any economic penalties resulting from the dead- 
lines established in the amendments to the Income Tax Act for 
changes in the refundable dividend tax account and for distribu- 
tions from 1971 surplus accounts. Companies which exceed the 
Guidelines for this reason must notify the Board when any excess 
payments are being made and be able to demonstrate that the 
excess payments are necessary to avoid such economic penalties. 
Any interest expense incurred to make excess dividend payments 
will not be considered an allowable cost by the Board. If a 
company wishes to exceed the dividend limits for any other 
reason, it must contact the Board for prior approval. 


H. Reporting Requirements for the Final Compliance Period 
Pee NeCpOrting Requirements tor fe eT 


Compliance Period Reports 


In general the reporting requirements outlined in bulletin 
AI-31-P will continue to apply during the final compliance 


period: 


1. A supplier who is required to report on a quarterly basis 
must file a Compliance Period Report (AIB-22) within 45 days 


of the end of each fiscal quarter. 
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CB eS supplier whose final compliance period is a full fiscal 
period must file a Compliance Period Report (AIB-22) 
accompanied by audited financial statements within 90 days 
of the end of the period. 

Sh 


A supplier whose final compliance period is less than a full 
fiscal period in length should follow the quarterly 
reporting requirements for his last report. A Compliance 
Period Report (AIB-22) must be filed within 45 days of the 
end of the compliance period. In some cases, the Board may 
require such a supplier to provide an attestation from his 
auditors that his accounting practices and policies in the 
compliance period were consistent with those used in 
previous periods. 


All suppliers are expected to adhere to these filing deadlines. 
The Administrator will automatically be advised of the names of 
any suppliers whe fail to do so. 


Price Prenotification Reports 


Suppliers who are required to prenotify the Board of proposed 
price increases must follow the present reporting requirements 
for the submission of Price Prenotification Reports (AIB-23) for 
price increases that are to take effect before the end of the 
final compliance period. 


Dividends 


Companies which were required to report to the Board on dividend 
payments in the second dividend compliance period must continue 
to follow the present reporting requirements until October 13, 
1978, regardless of when they exit from the rest of the program. 


I. New Suppliers 


Suppliers who become subject to mandatory compliance with the 
Anti-Inflation Act on or after April 14, 1978 will not be 
required to report for purposes of the prices and profits 
controls. Suppliers who become subject before April 14, 1978 
should contact the Board to determine whether they will be 
required to submit Base and Compliance Period Reports. 
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~ Highlights ofthe 
Anti-Inflation 
Regulations 


The regulations established under Section 3 of the Anti-Inflation 
Act will be applied to these specified groups: 


~ firms or a group of associated firms with more than 500 
employees; 

- firms with employees who take part in industry-wide bar- 
gaining; 

- construction industry firms with more than 20 employees; 


- federal departments, agencies and corporations; 

- participating provincial governments and their various 
offshoots, including all provincial agencies and munici- 
pal institutions; 

- individuals or firms carrying on a professional busi- 
ness; 


and any other supplier who might later be determined to be of 
strategic importance to the containment and reduction of infla- 
tion in Canada. 


Regulations do not apply to: 


(1) the sale by original producers of unprocessed agricul- 
tural food or feed products; 

(2) the sale by fishermen of unprocessed fish and fish 
products; 

(3) the rental of real estate; 

(4) branch operations carried on outside Canada; 

(5) the price at the wellhead of natural gas, crude oil and 
natural gasoline; 

(6) sales to which the anti-inflation levy applies; 

(7) construction contracts obtained in competitive bidding 
by contractors who employ fewer than 500 employees. 


Part ll: ePriecevandsProttt aControls 


Prices and profits are controlled at two levels: day to day 
price and profits rules and year-end tests to determine if the 
appropriate day to day rules have been suitably applied. Where 
the year-end test indicates that profits exceed permissible 
levels, "excess revenues" may have been generated. Generally, 
the day to day pricing rules are based on increases in allowable 
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costs, while the year-end tests are based on the company's profit 
history. Excess revenue may be returned to the customer, offset 
by decreased prices or if that is impracticable, paid to the 
Government. Penalties may be levied in the case of wilful 
contravention of the regulations. 


Price increases may not occur more frequently than once every 90 
days, unless justifiable on the basis of the volatile nature of 
the supplier's cost inputs. This rule does not apply to the 
distribution sector. 


Allowable costs in arriving at profits for purposes of the 
regulations exclude: 


(1) any excess over fair market value in non arm's length 
transactions; 

(2) dividends; 

(3) capital losses; 

(4) prior period adjustments; 

(5) extraordinary items; 

(6) income taxes, and penalties and interest thereon; 

(7) compensation in excess of that permitted under the 
compensation regulations, unless held justified pursuant 
to the Act. 


Restraints are also applied on increases in certain "restricted 
expenses". Prices may not be increased to reflect 
disproportionate increases in these expenses which include items 
like advertising, landscaping and decorating, research, 
management fees, charitable donations and training. 


Suppliers, depending upon the nature of their operations, are 
governed by the following methods under the regulations: 


distribution basis 
unit cost basis 
product line basis 
net margin basis 


However, it should be noted that a supplier may have two or more 
parts of his business falling under different methods. In such 
cases, if a part is so small that it amounts to not more than the 
lesser of ten percent or $5 million of gross revenue from 
operations, then he may elect to apply the net margin basis to 
that part. 


1. Distribution Basis 


Distribution basis regulations apply to distributors such as 
retailers, wholesalers and jobbers and suppliers who are 
commission agents whose business revenue is traditionally 
computed as a percentage of business transactions. 


Rules 


A distributor has the option of grouping his products either 
into categories having the same percentage mark-on or into 
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groupings of similar products (product lines). Having done 
so, the distributor may not move a product from one-mark on 
category to a higher mark-on category or may not increase the 
gross profit percentage for a product line. The distributor 
whose systems do not enable him to do the foregoing, will be 
required to ensure his gross profit percentage of total sales 
does not increase. Any decreases in operating costs are re- 
quired to be reflected in appropriately decreased prices. 


Excess Revenues 


Excess revenue is determined by calculating the amount by 
which the percentage gross profit margin has increased in the 
compliance period compared with the one-year base period. 


Unit Cost Basis 


Unit cost basis regulations apply to suppliers, other than 
distributors, who can allocate costs to individual products. 
Also that portion of any supplier's business which generates 
more than the lesser of ten percent or $5 million of gross 
revenue from operations to which costs can be allocated to 
individual products. 


Rules 


Prices in effect at October 13, 1975, may be increased only 
to the extent necessary to recover increases in costs since 
that date. In the event of cost decreases prices must be 
reduced by the amount of the per unit cost decreases. 


Excess Revenues 


Excess revenue is determined by multiplying the increase in 
absolute profit per unit by the number of units sold in the 
compliance period. 


Product Line Basis 


Product line basis regulations apply to suppliers, other than 
distributors, who cannot allocate costs to individual pro- 
ducts, but who can allocate costs to product lines. Also 
that portion of any supplier's business which generates more 
than the lesser of ten percent or $5 million of gross revenue 
from operations to which costs can be allocated to product 
lines but not individual products. 


Rules 


Prices in effect at October 13, 1975, may be increased only 
by the weighted percentage increase of cost inputs since that 
date and to earn 95 per cent of the product line base period 
net margin. 
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Excess Revenues 


Excess revenue is determined by calculating the amount by 
which the percentage net margin for each product line exceeds 
95 per cent of the percentage net margin for the product line 
during the five year base period. 


4. Percentage Net Margin 


This method may be used by suppliers, other than distribu- 
tors, who cannot allocate costs to either individual products 
or product lines. It also applies to that portion of a sup- 
plier's operations that is not governed by the distribution, 
unit cost or product line guidelines. 


Rules 

Prices must be set so as to realize, in a compliance period, 
a percentage net margin that is no greater than 95 per cent 
of the base period percentage net margin. 

Excess Revenues 

Excess revenue is determined by calculating the amount by 


which the net margin has increased in the compliance period 
over 95 percent of the net margin in the five year base 


period. 
Part 2: Professional Fees and Income 


Note: For the purpose of this section a professional firm 
includes a self-employed professional. 


In keeping with the policy statement of October 14, 1975, in- 
creases in fees for professional services are governed by the 
same general principles as apply to other prices and incomes. 


The intention of the regulations is to permit the income of 
professional firms to increase by amounts necessary to recover 
increased costs and to improve the income of the members of the 
firm by the same amount that would be available to other salaried 
employees. The regulations permit increases in professional in- 
comes resulting from increased workloads. 


Application 


Professional firms, for the purpose of the Act, are defined as 
proprietorships, partnerships and corporations providing the 
following services: 


(©) vanrchitects 

(b) business consultants including financial, actuarial, 
economic and management consultants 

(c) chiropractors 

(d) dentists 

(e) engineers 
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Partss 


(£) lawyers and notaries 

(g) medical doctors and surgeons 
(h) optometrists 

(i) public accountants, and 

(j) veterinarians. 


While it is intended that the guidelines be applied to individual 
professionals, the regulations require calculations to be made at 
the operating entity level (i.e. partnership, corporation). 


Pricing Practices 


Professionals computing fees on a percentage basis are deemed to 
be complying with the regulations when the October 14, 1975, fee 
rate is reduced by one percent of that rate for each three-month 
period of the anti-inflation program. Other professionals may 
not charge rates above the October 14, 1975, rate, except to 
reflect net increases in subsequent allowable costs. Fees may 
increase to allow for the income improvement amount. 


The income improvement amount is determined by multiplying the 
number of partners or shareholders in the firm by $2,400 or such 
lesser amount as is consistent with the compensation guidelines. 


Professionals must follow their normal, historical billing prac- 
tices having due regard for the difference between rates charged 
and rates listed in any publicly available schedule. Due regard 
must also be given to the normal relationship between rates 
charged and the experience and seniority of the practictioner. A 
firm that meets these tests is not subject to further control. 


Excess Revenue 


Where a firm cannot comply with the pricing tests cited above, a 
computation of excess revenue is required. This computation in- 
volves the determination of permissible net income by reference 
to a number of factors. 


Essentially permissible revenue is the profit in the one-year 
base period multiplied by a factor calculated to take into ac- 
count the number of practitioners working in the firm during a 
compliance period. An income protection factor similar to that 
in the compensation guidelines, is also allowed. 


Dividends 


The anti-inflation regulations for dividends include stock divi- 
dends and any other form of distribution of corporate earnings to 
shareholders. 


Corporations Subject to Dividend Limitations 


Corporations incorporated in Canada will be subject to the divi- 
dend limitations if they fall under any of the following stipula- 
tions: 
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(a) 


a corporation whose shares are listed on a stock ex- 
change in Canada or outside Canada; 

a corporation or associated group of corporations employ- 
ing in Canada, on October 14, 1975, or any day there- 
after, 500 or more persons; 

a corporation carrying on business in the construction 
industry and has on October 14, 1975, or any day there- 
after 20 or more employees; 

a corporation which is a supplier of professional ser- 
vices. 


Corporations and/or Dividends Exempted from Dividend Limitations 


(a) 


(b) 


(c) 
(d) 


(e) 


(£) 


(g) 


Rules 


mortgage investment corporations, investment corpora- 
tions, mutual fund corporations, or non-resident owned 
investment corporations. 


a corporation during its first fiscal year other than 
one that 
(i) was formed as a result of an amalgation, or 
(ii) is associated with another corporation that was in 
existence on October 13, 1975; 


credit unions and cooperative corporations; 


dividends paid by a Canadian subsidiary on a class of 
shares at least 90 per cent of which are owned by one or 
more Canadian corporations which are subject to the 
regulations; 


policy dividends paid by life insurance companies; 


dividends in arrears on preferred shares as of October 
Bhs IMS 


dividends paid on a new class of shares during the 12 
months after issuance, if the shares are entirely owned 
by persons with whom the corporation deals at arm's 
length_or if such class of shares was created for a bona 


fide purpose. 


As a general rule, a corporation will be allowed to declare or 
pay a dividend during a compliance period (the first compliance 
period is the 12 months ending October 13, 1976,) providing such 
dividends do not exceed the greater of: 


the dividends paid on the same class of share during the 
last fiscal year ended prior to October 14, 1975; 

the annual, twice the last semi-annual or four times the 
last quarterly dividend paid on that class of share du- 
ring the 12 months preceding October 14, 1975, where the 
corporation can show that it regularly paid its divi- 
dends on that basis. 
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However, Since some corporations may have paid an unusually low 
dividend during the comparison year they will be allowed to pay 
up to 25 per cent of the after-tax earnings of the last fiscal 
year ended prior to October 14, 1975. 


When a corporation declares a dividend before October 14, 1975, 
but actually pays that dividend after October 13, 1975, then the 
dividend will be considered paid on the declaration date. Special 
provisions are made for new companies, amalgamations, consolida- 
tions or stock splits. 


Part 4: Compensation 


The regulations dealing with compensation are entitled Guidelines 
for the Restraint of Compensation. Their aim is to ensure that 
increases in pay and benefits for groups of employees do not 
exceed established limits. 


The regulations elaborate on the principles in the government's 
White Paper "Attack on Inflation". The system of restraint they 
describe is explained in considerable detail, mostly in terms of 
arithmetical calculations. They do not, however, attempt to 
cover every aspect of compensation or to deal with every possible 
eventuality. 


The regulations apply to collective agreements reached on or 
after October 14, 1975, and to compensation plans established on 
or after that date. They require employers to calculate for each 
group of employees a maximum permissible increase in compensation 
from a base year (the year prior to the implementation of the 
regulations or any subsequent year as the program progresses) to 
a guideline year (the year following any base year), and to en- 
sure that increases fall within that limit. 


Four elements are included in compensation -- wages, benefits, 
direct incentives and indirect incentives. The regulations spell 
out what items are to be included in calculating compensation in 
all four elements and what items are excluded. 


It must be emphasized that permissible compensation increases 
apply to groups, rather than to individuals. Changes in compen- 
sation from a base year to a guideline year are to be calculated 
for groups of employees generally along lines of group divisions 
which already exist -- executives, bargaining units, office em- 
ployees, etc. However, each employer will be expected to have at 
least two other groups in addition to an executive group and any 
bargaining units. 


Bargaining units which bargain in association with one employer 
will be treated as a single group. Similarly bargaining units 
which bargain in association with groups of employers will be 
treated as a single group. 
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The permissible percentage increase for each group of employees 
is calculated with reference to the past compensation experience 
of the group, the long term trend in national productivity and 
the anticipated rate of increase in the Consumer Price Index. 


Regardless of the maximum permissible increase established, the 
average annual compensation of employees in a group may not be 
increased by more than $2,400. A maximum of $2,400 is also set 
on the amount by which the steps in a salary range may be in- 
creased. 


Increases of up to $600 a year or increases that would raise 
wages up to $3.50 an hour may be granted even if such increases 
exceed the permissible limit for the group. 


There is also provision for increases in excess of permissible 
maximums, at the discretion of the Anti-Inflation Board, where it 
is determined that special consideration is not inconsistent with 
the objectives of the act. This may apply where an historical 
relationship exists or where a collective agreement was entered 
into before January 1, 1974, which expired before October 14, 
1975, and a new agreement had not yet been reached prior to 
October iG mehovor 


The maximum permissible increase in compensation for any group 
will be determined by three factors: 


- a basic protection factor which will be eight per cent 


in the first year, six per cent in the second year and 
four per cent in the third year. The basic protection 
factor anticipates the increase in the Consumer Price 
Index. If in any of the three years of the program the 
Consumer Price Index exceeds the expected level, that 
percentage increase will be added to the expected level 
of the succeeding year. 


- a national productivity factor set at two per cent per 


year and which represents the long term trend of product- 
ivity increase. 


= an experience adjustment factor that will permit an 


additional increase for groups which have fallen behind 
in the last two or three years and will moderate the 
possible increases for groups which have received 
relatively large increases during that period. If the 
compensation of a group, measured over a specified 
period, increased at a rate that was less than the 
increase in the Consumer Price Index plus two per cent 
(the national benchmark) the permissible increase for 
that group may be increased by up to two per cent a 
year. If the group's compensation increased at a rate 
exceeding the benchmark, the permissible increase may be 
decreased by as much as two per cent a year. 


The criteria to be used in applying the compensation regulations 
will be elaborated on in technical bulletins published from time 
to time during the restraint progran. 


sae ee a Re 2 le ae eee ee Ee 
8 


anod jnes ‘¢/6[T 9140390 fT eT AnonNsTA vs xned e SAnetagdns sjtieq 
sep tJesodwt jusaned ou saiTeiouoy SiAne{T op sequetTeJJTp [nopeo op 
sepoyzguU sop JuUeST[TIN sTeuuOoTssejoiad soy ‘oeyIsTUUOTIeTFJUT—TWue 
asuumei8oid np 9viqsewtszz enbeyo anod quad anod un,p ¢/6[ 2140390 

7[ ®[ Anen8TA usa seiTeitouoy sep xXneq s—T gnUTWTp jUO sTT\nbstoT 
JueUeTSerI ne sgUAOFUOD 919a,S Sgqndga quos esequeoanod un,p 

aseq eT Ans sa[noTed Juos seATeioUuOoY set JUOp sjTeuUuOoTSseyoid sey 


XTid sop UoTIeXTJ Op SopoureNW 
*(uoTjetodi05 eT ep fa qegToDos 

eT ap *xa) Tauuotsseazoid odnoi3 np neasaAtu ne sjiTey JUeTOS 
s[noTeod set enb e3Txe JuewWeT3egi aT ‘S[eNpTATpuUr sTeuuoTssezoad 
sop e quenbt{Tdde,s sainezedTput saT enb npueque 4sa [T,s sway 


*SOITeUTI9I9A CE 
‘sot—tqnd setqeqzdwoo (t 
*soqstTaqzqwuojdo (y 
*‘sueTsinityo je suToepgu (3 
Seitejou ja szed0Ae (ai 
*sanetug3ut (2 
*soqstTquep (Pp 
*suetotTzeadoaryo (2 
‘(uoTjse3 Jo ‘saenbtTwouodg saouUeTOS ‘jeTAeN oe 
‘soouUeUTJ JUENTIUL) seaTejjye ue STTesuoo-sjiodxo (q 
*soqoeqgTyore (e 


?SJUBATNS SaddTAIES 

SeT JUeSssTUANOJ ‘uotT}eI0dI09 ap no 9AegTOO0S ap sWAO0F snos ‘no 
‘esiteqgtadoid op 071373 e ‘tnb sastadeitjue sop queqg owuod 
SeTUTJep JUOS SeTTeuUOCTSSayoid sewAT} set STOT eT ep suTJ xny 


uotqeotTddy 


*[Teaelrq 
ap sUNTOA Np JUsewWessTOID0e un,p JUeUaAOCAd sTeuUOCTSsazoaid 

snudAe1 sep uoTeqUeUsNe,T eSTIOInNe JusWeT3gI1 eT ‘*seTIeTes 
sgXkoTdwe seiqne set JuetTerstToTygugq JuOp juUejUOW suUgW Np sWATF eT 
ap seiquew sap NUdAeT oT AeATOTTgWe anod ja sqnod ap suoTjejUeUsNe 
SeT Josuedwod anod eitesseogu JUejJUOW np saTTeuUuOoTSsazoid soewaTty 
sop nusAet np uoTJeJueWwsNe,,[ JestTioqne,p 3nq anod e juausT3gI VT 


*snuoAei qo xtad saiaqne 

xne juenbt{dde,s tnb xneigug3 sedtoutad sowegu set aed stT3g9a Quos 
SsTeuuotssejoid sedTAtes sot anod seiteiouoy sep suotjequoewsne 

SET *$/6T 9190390 4{T np oedtoutad op uotjeirepToOgp eT e JUeUQUIOZUO) 


*aqdwuoo 


uos @ eT TTeAet3z [Inb Teuuotssejyoiad 4noj sqoT[38uae eT Teuuotssajoad 
aWATy oun ‘etTjzied ejuesgad e[ ap suTZ xny :onbaeusy 


STeuuotsseyoad snuvAvtl Jo SoITeLOUOH 7>@ of qazed 


8 ee nn 


Employee benefits are to be included in compensation and increa- 
ses in benefit expenditures are to be calculated for all signifi- 
cant benefits. Contributions to pension plans and pay for time 
not worked, such as vacations and holidays, will be included. A 
schedule in the regulations lists the types of benefits that will 
be included and those excluded. Contributions to the Canada Pen- 


sion Plan, the Quebec Pension Plan, Unemployment Insurance and 
Workmens! Compensation are excluded. 


Direct incentive payments, such as piece rates, mileage rates, 
sales commissions, overtime premiums, etc., will be included in 
compensation subject to the regulations. No limit will be placed 
on the amounts employees may earn as direct incentives provided 
rates of payment remain unchanged. This will maintain incentives 
to increased productivity. 


Indirect incentives such as bonuses, profit sharing schemes, 
stock options, etc. will be included in compensation. The 
amounts received by employees in a guideline year will be com- 
pared to the average of such payments over a base period of five 
years. Where such payments are deferred, they will be treated as 
though paid in the guideline year. 


Allowances to offset expenses incurred by employees in carrying 
out their work - mileage, clothing, living expenses, etc. - may 
be increased only by an amount that does not exceed the basic 
protection factor in a guideline year. An exception will be made 
where the actual cost of specific elements - gasoline, for 
example - is higher. 


Perquisites such as the use of automobiles, club memberships, 
interest-free loans, travel passes, discounts on merchandise, 
etc., will be subject to a requirement that the methods of deter- 
mining eligibility and the nature of the perquisites remains un- 
changed and that no new perquisites be provided. 


Pay rates for new groups must be set with reference to the rates 


prevailing the labor market from which the new employees will be 


recruited. 


Changes in classification or evaluation of jobs must not be used 
to circumvent the regulations. The number of positions reclassi- 
fied in a guideline year must not exceed the number reclassified 
in the base year, unless the changes are made as the result of a 
revision of an existing plan or the implementation of a new plan. 


Certain types of payments are not included in the calculation of 
compensation. They include payments to offset severe difficul- 
ties in recruiting to fill a vacancy, payments to eliminate 
discrimination on the basis of sex, payments to employees who 


under go training to adapt to technological change. 
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The Anti-Inflation Regulations are issued by the Government of 
Canada under authority granted by Section 3 of the Anti- 


Inflation Act. The Act formally created the Anti-Inflation Board 
as an independent agency of the Government and assigns to the 
Board principal responsibility for ensuring compliance, with the 
regulations. In those cases where the Board makes findings of 
non-compliance, it is empowered to refer these cases to the 
Administrator who may order compliance. 


The regulations are divided into four parts with each part con- 
taining specific restraint rules for a particular type of income. 
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Restraint rules in each part are an elaboration of the general 
principle contained in the Government's White Paper, Attack on 
Inflation. All restraint rules prescribe an acceptable pattern 
of behavior during the compliance period - generally a time 
period commencing on October 14, 1975 - which relates to behavior 
during the base period - generally some time period preceding 
October 14, 1975. 


Part 1 Guidelines for the Restraint of Prices and, Profit Margins 


This part of the regulations refers to prices and profits 
generally. The key element of the rules for prices and profits 
is a formal calculation of excess revenue - earnings which would 
accrue to a firm if it maintained prices at levels above those 
which the regulations allow. Firms are expected, on their own 
initiative, to set prices in such a way that no excess revenue 
exists. The Anti-Inflation Board will, however, actively monitor 
the pricing activities of business firms to ensure compliance 
and, in those cases where the Board determines excess revenue is 
accruing to a firm, and its own activities do not lead to 


Ewe Anti-Inflation | Commission de lutte 
Board contre l’inflation 


*(p) SeITe[eS Sat suep exes dT ANS agpuoz UOTIeUTWTAOSTp 

eT ep voTIeUTWTTI,[ 32 (q) senbTZoToUYyIeq sjueueZueYyd sep sjzezye 
S28] JeITWT{ Anod seinsew sap ‘ (e) Jueweqnisea op soavis souetq 
-oid seT eipnosei ep onA Use suOoTIeUeWZNe sap JUagoT3Ue seTTY 
*uOTIPAQUNUZA PT Op SjUsWeZUPYD Sep [NOTeO Np saN{[oxe 4nez TT nb 
SOITeTeS Op suUOTIeIUEeUSNE,p SIquou uTeII00 uN pusaduOod J sxoeUUe,] 


*suotjeqseid op seur8eai sat suep 

UOTIEULWTAIISTp e4n0J op UOTICUTWTTes,T 32 9ITANDYS op Jo sugTShy\P 
soinsow sep inod ‘9qTeijzei op sessted sep e xnetoegds sjueuweted 
suTe}100 stidwos A ‘SuotjeAgUNUgI e[ 8p S}UeWeSsUeYD sep [NoTed 

Np 2AiN{[oxe 4nej [T\,nb xneToos seB8ejUueAe xne sdATIeTeI sesuedgp 

ap SeTI0ZE9IeO ep eAIqWOU UTe}IIe9 UN,p 2zSTT sUN JUEeWeTesg pusidwoD 
Tl ‘uotjeigunwWei e{ ep squewesueYyo Sep [NOTed oT suUepP eANTOUT 
qnej [TE \nb xnetToos soSequeae sep eqsT{[ oun pusidwod g oxouUue,T 


° (97) GL6T 9190390 

#[ OT qUeAR goUOWMOD eB SiNnejeoTpUT sep uoTIeoTTdde,p sguue 

aun sTenbseT anod sednoiZ sap seq op UOT}0eI0Ad Op JUSTOTJJOOo 
aI aeTnoTed anod azest{{T3an eapnejy [Tt nb neoytqeq un 4sa VY oxouue,] 


*(19) SeateTes sep uot eQuewsne ,p NTosqe 
[enuue Juequow ne O07S7Z§ ep SeITWIT oun Tssne soUOUg UOT}IeS 93799 


°(¢9) stoj{dutse xneeAnoU sop sxiTe[es 
ep xneq sep ye (79) sToTdue sep uoTJenTeAg\T ep *(€9) sgaisu0d. sep 


remedial action it will recommend to the Administrator that 
formal steps be taken to alter a firm's behavior. 
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Division 1 interprets the major terms used in the regulations in 
relation to restraining prices and profit margins. Most 
importantly, this division defines revenues, costs, and profits 
as they are to be measured for these purposes. 


Division 2 specifies those business activities to which the 
regulations do and do not apply. Application refers only to the 
monitoring and investigation activities of the Board. Those 
areas of economic activity to which the regulations do not apply 
are expected to comply with them in spirit. If this does not 
prove to be the case, the Board is empowered to request that 
prices and profits not directly subject to these regulations 
apply only to their domestic business. 


A number of general provisions dealing with such factors as 
frequency of price changes, seasonal prices, acceptable 
accounting standards, exceptions, and new products are found in 
Division 3. 


The regulations provide for four different applications of the 
price and profit margin rules depending on the nature of a firm's 
business activity. 


i Distribution Rules 

Die Unit Cost Rules 

Sha Product Line Net Margin Rules 
4. General Net Margin Rules 


Division 4 sets out the manner in which a firm selects one or 
more of these applications as is appropriate. Firms are first 
asked to segregate that part of their business which is distri- 
bution, the purchase and resale of goods, and apply the rules for 
distributors. Second, they segregate that part of their busi- 
ness for which there is a standard unit of output to which they 
can allocate costs and apply the unit cost rules. Third, they 
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segregate that part of their business for which they have identi- 
able product lines to which they can allocate costs and apply 
product line net margin rules. Finally, they apply the general 
net margin rule to that part of their business - which may be all 
of it - that does not fit under the first three rules. 


The regulations provide for a "two-stage test" of compliance on 
the part of firms. The more formal and second of these tests is 
an annual determination of excess revenue under each of the few 
possible rules. 


Division 5 specifies the calculation of excess revenue for 
business activities subject to each of the distribution, unit 
cost, product line net margin, and general net margin rules. 


The first level test of compliance involves price justification 

at any time. Division 6 contains rules which parallel those in 

Division 5 but focus on measuring the acceptability of prices in 
terms of whether they are causing or may lead to excess revenue. 
It is these rules which the Board will utilize in its day-to-day 
price review activities. 


Part 2 -— Guidelines for the Restraint of Professional Fees and Income. 


This part of the regulations refers specifically to archetects, 
business and management consultants, chiropractors, dentists, 
engineers, lawyers and notaries, medical doctors and surgeons, 
optometrists, public accountants, and veterinarians. Generally, 
these professions are asked to not change either their fees or 
billing practices other than to recover increased costs, 
including compensation increases as allowed under Part 4. 
Failure to comply with this provision could lead to excess 
revenue which is determined in much the same manner as for 
business firms. 


These restraints apply to groups of professionals, working for a 
firm, in much the same pay as the compensation regulations apply 
to groups of executives. 


Part 3 -— Dividends 


Restraints on dividend payments of companies subject to Part 1 
and Canadian companies listed on a Canadian stock exchange are 
provided for in Part 3. 


The basic principle of the dividend rule is that dividend rates 
cannot be increased above their October 13 level, but no re- 
duction in established dividend rates will be required. One 
exception to these quite stringent rules is that a company may 
pay, in the year beginning October 14,:1975, up to 25 per cent of 
its after tax earnings for its last fiscal year ended before 
October 13, 1975. 
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Rartied Compensation 


The Guidelines for the Restraint of Compensation consist of a 
list of interpretations, four divisions and three schedules. 
Numbers in parentheses refer to the section numbers in the 
regulations. 


The interpretations (38 to 42) include definitions of a number of 
terms used in applying the regulations for a group and determin- 

ing the one-year periods over which the rates of increase in com- 
pensation are calculated. 


Criteria to be used in identifying groups of employees within a 
firm (39), the approaches to increases in amounts of overtime 
worked (40), determining the working hours of groups of execu- 
tives (41,a), dealing with deferred payments (41,b) and calcul- 
ating the rate of change in he Consumer Price Index (42) are 
described. 


Division 1 describes the components of the regulations to be 
applied to each group of employees, the minimum and maximum 
increases (43) and the conditions under which special consid- 
eration may be given to groups during the transitional period 
(44). 


The three factors which determine the maximum permissible rate of 
increase (45) and the methods of calculating the basic protection 
factor (46), the national productivity factor (47) and the exper- 
ience adjustment factor (48) are described. 


The experience adjustment factor, which is determined by the 
increase in compensation received by a group in the past (48(1) 

a and b), determines whether a group will be permitted to catch 
up or be restrained in successive guideline years (48(1) c, d and 
e)F. 


Division 2 describes the methods of calculating the rate of 
increase in the four elements of compensation from a base year 


(50,a) to a guideline year (50,b). 


The first element, the average hourly rate of pay for each group, 
is calculated for a base year (51) and the following guideline 


year (54). The employer's expenditures on benefits are also 
calculated for a base year (52) and the guideline year (55). 


Where employees are paid piece rates or other direct incentives, 
the payments are calculated for a base year (53), but no limit 
will be applied to employees! earnings in the guideline year 
(56(1)) unless the direct incentive plan is changed. The method 
of calculating the effect of changes in a direct incentive plan 


is described (56(2)). 


Division 3 describes the methods for determining changes in 
indirect incentives such as profit sharing plans, bonuses and 
stock option plans. Past payments may be averaged over a five- 
year period (57(1) (a) and (b). 
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Methods of limiting the number of shares which may be allocated 
under stock option and similar plans are described (59). Any 
indirect incentive payments in the base year (60(1)) and the 
guideline year (60(2)) are included in calculating the com- 
pensation of each group of employees. 


Division 4 consists of general guidelines which deal with mile- 
age, clothing and other allowances to offset expenses (61) and 
perquisites such as club memberships, interest-free loans and 
discounts on purchases (62). 


A number of provisions to discourage actions to circumvent the 
regulations on compensation deal with conventions (63), 
evaluation of jobs (64) and rates to be paid for new jobs (65). 


A limit of $2,400 on the absolute annual amount by which salary 
ranges may be increased is also set out in this division (67). 


Schedule A is a table to be used in calculating the basic 


protection factor for groups where a guideline year started prior 
to October 14, 1975, (46). 


Schedule B includes a list of benefits to be included in calcul- 
ating changes in compensation. A number of kinds of benefit 
expenditures which are to be excluded from the calculation of 
changes in compensation are listed, including certain special 
payments to pension funds, health and safety measures and the 
elimination of discrimination in benefit plans. 


Schedule C consists of a number of kinds of increases in pay 
which are to be excluded in calculating changes in compensation. 
They include increases to meet severe recruiting problems (a), 
measures to reduce the effects of technological change (b) and 
the elimination of sex discrimination in pay (d). 
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Anti-Inflation Act 
Regulations 


Regulations Establishing Guidelines 
Under the Anti-Inflation Act __ 


1. These Guidelines may be cited as the Anti-Inflation 
Guidelines. 


Interpretation 


2. In these Guidelines, “Act” means the Anti-Inflation Act. 


Part 1 


Guidelines for the Restraint of Prices and Profit Margins 


Division l 


Interpretation 


30) inet haise Peart. 


"allowable costs" means that portion of the outlays and expenses 
of a supplier that can reasonably be regarded as having been made 
or incurred for the purpose of earning adjusted operating profits 
but does not include 


(a) the amount, if any, by which an outlay made or expense 
incurred by the supplier for the acquisition of a 
product from a person with whom he does not deal at 
arm's length, within the meaning of section 251 of the 
Income Tax Act, exceeds the fair market value of the 
product at the time it was so acquired, 


(b) the amount or value of a dividend or patronage dividend 
declared or paid by the supplier, 


(c) a loss on the sale or disposition of a capital asset, 


i 7 Anti-Inflation © Commission de lutte 
Board contre |inflation 


(d) the portion of any amount that should be shown on the 
financial statements of the supplier as a prior period 
adjustment that is specifically identified with or 
directly related to transactions or economic events that 
occurred prior to the base period or prior to the com- 
pliance period, as the case may be, 


(e) any loss, provision for loss, outlay or expense that 
should be shown on the financial statements of the 
supplier as an extraordinary item and that results from 
occurrences 


(i) the underlying nature of which are not typical 
of the normal business activities of the 
supplier, 


(ii) that are not expected to occur regularly over 
a period of years, and 


(iii) that are not considered as recurring factors 
in any evaluation of the normal business 
activities of the supplier, 


(f) the amount of any outlay or expense made or incurred in 
respect of a transaction or operation that, if taken 
into account in computing the amount of allowable costs, 
would unduly or artificially increase or decrease those 
allowable costs, 


(g) subject to subsection 8(4), the amount by which the 
restricted expenses of the supplier incurred during a 
compliance period exceed an amount computed by multi- 
plying his restricted expenses during the base period by 
the result obtained when his gross revenue from ope- 
rations for the compliance period is divided by his 
gross revenue from operations for the base period, 


(h) income taxes other than those in respect of natural 
resources, including penalties and interest thereon or 


(i) compensation in excess of that permitted by Part 4, un- 
less the excess compensation has been held to be justi- 
fied pursuant to the Act; 


"base period", in respect of a part of a supplier's business to 
which 


(a) section 15 or 16 applies, means 


(i) the last completed fiscal period of the supplier 
prior to October 14, 1975, that includes 183 days 
or more, or 


(ii) where the supplier has not had a completed fiscal 
period of 183 days or more prior to October 14, 
1975 and he is a supplier other than a supplier 
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(b) 


referred to in subsection 8(1), the first fiscal 
period of the supplier that includes 183 days or 
more, 


section 17 or 18 applies, means 


(i) the last five completed fiscal periods of the 
supplier prior to October 14, 1975, each of which 
includes 183 days or more, 


(ii) where the supplier has not completed five fiscal 
periods each of which includes 183 days or more 
prior to October 14, 1975 but has completed one or 
more such fiscal periods, those fiscal periods, or 


(iii) where the supplier has not had a completed fiscal 


period of 183 days or more prior to October 14, 

1975 and he is a supplier other than a supplier 

referred to in subsection 8(1), the first fiscal 
period of the supplier that includes 183 days or 
more; 


"base price", in respect of a product, means, 


(a) 


(b) 


(c) 


(d) 


where the business of a supplier or his predecessor was 
carried on on or before October 13, 1975, the product 
price in effect on that date or, where the supplier can 
establish that the price in effect on that date was not 
typical, such other price that he or his predecessor 
charged for that product during the preceding 30 day 
period, that is typical, 


where the quantity at a unit price or the quality of a 
product being supplied by a supplier or his predecessor 
on October 13, 1975 has changed since that date, the 
product price in effect on that date that was his pro- 
duct price for the most similar quantity at a unit price 
or quality, adjusted only to reflect the changed 
quantity or quality, 


where the product concerned was not being supplied by a 
supplier or his predecessor on October 13, 1975, but a 
similar product was being supplied by him or his 
predecessor on that date, the product price in effect on 
that date that was the product price for that similar 
product, 


where the product concerned was not being supplied by a 
supplier or his predecessor on October 13, 1975, and no 
similar product was being supplied by him or his 
predecessor on that date, the price fixed by the 
supplier that is not higher than the highest price 
charged for a similar product by any other supplier in 
the same market under circumstances similar to those of 
the supplier first-mentioned, or 
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(e) in any other case, such product price as is appropriate, 
fair and reasonable having regard to the supplier's 
allowable costs that are attributable to the product 
concerned, 


and for the purposes of this definition, "predecessor" means the 
person from whom the supplier acquired the business; 


"compliance period" in respect of 


(a) a supplier whose base period is determined under 
subparagraph (a)(i) or (b)(i) or (ii) of the definition 
"base period", means his fiscal period that includes 
October 14, 1975, and each fiscal period thereafter of 
the supplier, 


(b) a supplier whose base period is determined under sub- 
paragraph (a)(ii) or (b)(iii) of the definition "base 
period" means his fiscal period immediately following 
his base period and each fiscal period thereafter of the 
supplier, and 


(c) a supplier referred to in subsection 8(1), means his 
first fiscal period or his fiscal period that includes 
October 14, 1975, whichever is later, and each fiscal 
period thereafter of the supplier; 


"construction industry" means a business in Canada that is 
engaged in 


(a) the construction, erection or alteration of buildings or 
other structures, whether residential, commercial, 
industrial or otherwise, 


(b) the construction or repair of bridges, dams, docks, 
canals, roadways, ramps, runways and similar works. 


(c) the installation of sewers, watermains, pipelines, 
streetlighting and similar public works, 


(d) excavation in respect of anything referred to in 
paragraphs (a) to (c), or 


(e) providing services on a sub-contract basis in respect of 
anything referred to in paragraphs (a) to (d), 


but does not include the fabrication of travel tailers or 
mobile homes; 


"cost of goods sold" means the remainder obtained when the value 
of the closing inventory is subtracted from the value of the 
opening inventory plus the laid down cost of the product pur- 
chased; 
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"distributor" means a supplier whose trade or business is pur- 
chasing a product and, without substantially changing the form 
thereof, reselling it to others, and without limiting the gene- 
rality of the foregoing, includes a supplier who is commonly 
known as a jobber, wholesaler or retailer; 


"fiscal period" means a period that is a fiscal period within the 
meaning assigned to that phrase by subsection 248(1) of the 
Income Tax Act; 


"gross profit" means the remainder obtained when the value of the 
opening inventory plus the laid down cost of the product pur- 
chased is subtracted from the sum of gross revenue from ope- 
rations and the value of the closing inventory; 


"sross revenue from operations" means the gross proceeds of a 
supplier derived from the supply of products in the normal course 
of his business, including, in the case of products supplied to a 
person with whom the supplier does not deal at arm's length, 
within the meaning of subsection 251(1) of the Income Tax Act, 
the amount, if any, by which the fair market value of those pro- 
ducts exceeds the amount billed for them, less returns, allow- 
ances, quantity discounts, trade discounts, patronage dividends 
paid to customers and sales and excise taxes, but does not 
include 


(a) interest, except interest earned in the normal course of 
business, 


(b) dividends, or 


(c) the portion of any amount that should be shown on the 
financial statements of the supplier as a prior period 
adjustment that is specifically identified with or 
directly related to transactions or economic events that 
occurred prior to the base period or prior to the 
compliance period, as the case may be; 


"mark-on", in respect of a product sold by a supplier, means the 
amount added by the supplier to the laid down cost to him of the 
product to determine the initial price at which the product will 
be offered for sale plus any subsequent net increases in the 
price at which the product is offered for sale, irrespective of 
any subsequent net decreases in the price at which the product is 
offered for sale to the extent that they reduce the price below 
that initial price, and '"mark-on rate'' means the ratio of the 
mark-on in respect of a product to the laid down cost to the 
supplier of that product; 


"product" includes a service; 
"product line" means an aggregation of similar products; 


"restricted expenses" means 
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(a) advertising, promotion and public relations expenses, 


(b) plant and office re-arrangement, moving, landscaping and 
decorating expenses, 


(c) research, development and similar expenses, 


(d) management fees, including administration fees, 
technical assistance charges and accounting service 
fees, paid to any person, except 


(i) any such fee paid for a specific service 
to a person whose ordinary business is 
supplying such service for fees, and 


(ii) any portion of such fee that is a specific 
expense incurred by a person performing a 
specific service for the benefit of the 
person by whom the fee is paid, 


(e) charitable donations, and 


(f) educational, convention, training and retraining 
expenses; 


"target margin factor" means the quotient obtained when the 
target net margin percentage for a supplier's business or part 
thereof is divided by 100 per cent minus that target net margin 
percentage; 


"target net margin percentage" means, in respect of a supplier's 
business or part thereof, 95% of the percentage that the adjusted 
operating profits of the business or part thereof for the base 
period is of the gross revenue from operations from the business 
or part thereof for the base period. 
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Division 2 


Application of Part 1 


ane OL) 


Subject to subsection (2), this Part applies to a 


supplier referred to in subparagraphs 3(2)(a)(i), (ii) and (iv) 
of the Act and to a supplier declared by an order under 
subparagraph 3(2)(a)(v) of the Act to be of strategic importance 
to the containment and reduction of inflation in Canada. 


<2) 
(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


(g) 
(h) 


This Part does not apply to 


the sale of unprocessed agricultural food or feed 
products by the original producer thereof; 


the sale of unprocessed fish and fish products by a 
fisherman; 


the portion of a supplier's business that is the rental 
of real property; 


a supplier's branch operation outside Canada; 


sales to which an anti-inflation levy or supplementary 
anti-inflation levy, imposed by an Act of the first 
session of the 30th Parliament of Canada, applies; 


a transaction in a product the price of which is 
controlled or would be controlled if the product entered 
into interprovincial or international trade under Part 
II or III of the Petroleum Administration Act; 


a supplier to whom Part II applies; or 


that part of the adjusted operating profits of a 
supplier that would not, except by virtue of the 
operation of subparagraph 3(2)(a)(iv) or (v) of the Act, 
be otherwise subject to this Part that arises from a 
construction industry contract entered into as a result 
of a bona fide- bid or tender competition in which at 
least two suppliers who were at arm's length, within the 
meaning of section 251 of the Income Tax Act, submitted 
secret bids or tenders. 
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Division 3 


General 


5. (1) Subject to this Part, a supplier shall not, more 
frequently than once every 90 days, increase a price charged for 
a product in that portion of his business where he is not acting 
as a distributor unless he can, pursuant to the Act, justify the 
increase on the basis that it is necessary due to the volatile 
nature of his cost inputs. 


(2) Notwithstanding subsection (1), a supplier need not wait 
ninety days to implement his first price increase following 
October Soir. 


(3) Notwithstanding subsections (1) and (2) but subject to 
Division 5, where the seasonal prices of a product of a supplier 
show a large or otherwise distinct fluctuation at a specific, 
identifiable point in time and the fluctuation is the result of 
an established practice of the supplier that has taken place in 
each of the years in his base period, he may increase the price 
for the product at a time that corresponds with the time of the 
seasonal increase in the immediately preceding year. 


(4) A supplier who has increased a price under subsection 
(3) shall decrease the price at the same date or identifiable 
point in time as the price was decreased in the immediately 
preceding year. 


(5) Where the base price of a product of a supplier is a 
seasonal price referred to in subsection (3), the supplier shall 
decrease his base price at the same date or identifiable point in 
time and by the same amount as the price was decreased in the 
immediately preceding year. 


6. Where a decrease in the quality of a product sold by a 
supplier results in a decrease in the cost of that product to the 
supplier, the supplier shall reduce the selling price of that 
product by an equivalent amount. 


7. (1) ‘Except as otherwise provided by this Part, all 
computations, calculations and determinations under this Part in 
respect of a supplier shall be made using financial data that is 
the result of the consistent application of the accounting 
principles and practices used in the preparation of his financial 
statement for 


(a) his last completed fiscal period of more than 182 days 
pions jeep OWE@lee IW, ISS fone 


(b) his first fiscal period that includes 183 days or more, 


whichever is later. 
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(2) If a supplier's financial statements for the fiscal 
period described in paragraph (1)(a) or (b), whichever is appli- 
cable, were not prepared in accordance with generally accepted 
accounting principles, such changes shall, for the purposes of 
this Part, be made in the accounting principles and practices as 
are necessary to conform them to generally accepted accounting 
principles and all computations, calculations and determinations 
shall be made in accordance with those amended principles and 
practices. 


8. (1) Where a supplier has not had one completed fiscal period 
of 183 days or more before October 14, 1975, and the supplier may 
reasonably be regarded as being the continuation of another 
supplier in a new form, or as having been formed as a result of 
the subdivision of another supplier or the merger of two or more 
suppliers, the adjusted operating profits of the supplier for the 
base period, the allowable costs of the supplier for the base 
period, any subdivision of either of those numbers and any other 
number relating to the base period that is required for the 
computations in respect of the supplier under this Part shall be 
such numbers as are reasonable, having regard to all of the 
circumstances of the continuation, subdivision or merger, as the 
case may be, and the history or histories of the other supplier 
or suppliers. 


(2) Where the allowable costs of a supplier that are 
allocated to 


(a) a part of his business to which section 15 or 18 
applies, 


(b) an individual product to which the supplier allocates 
costs for the purposes of section 16, or 


(c) a particular product line to which the supplier allo- 
cates costs for the purposes of section 17 


for a fiscal period in the base period exceed the gross revenue 
from operations from that part of his business, that product or 
that product line, as the case may be, for that fiscal period, 
his gross revenue from operations from each such part, product or 
product line for each such fiscal period shall be deemed to be 
equal to the amount of the related so allocated costs. 


(3) Where, for purposes of Division 5 and 6, the business of 
a supplier is divided into two more parts, the full amount of the 
supplier's allowable costs, cost of goods sold, gross revenue 
from operations and any other number that is either included or 
deducted in the computation of his adjusted operating profits 
shall be allocated in a reasonable manner among the parts to 
which it relates. 


(4) Where a supplier commences to supply a new product, or 
commences a new business or some other significant condition 
affecting the supplier changes, and the nature of the change is 
such that it is reasonable to expect that, in the circumstances, 
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there would be an increase in the ratio of the restricted 
expenses incurred by the supplier to his gross revenue from 
operations, the amount excluded from allowable costs under 
paragraph (g) of the definition "allowable costs" shall be 
reduced by the amount of increase in the ratio of restricted 
expenses that may reasonably be attributed to the significant 
change in conditions. 


(5) Where a product referred to in paragraph 4(1)(f) is not 
sold by a supplier who owned it at that stage of production but 
is further processed or transported by the supplier, the price of 
the product prescribed under the Petroleum Administration Act 
shall, for the purposes of computing the supplier's allowable 
costs, be substituted for the amount that would otherwise have 
been the cost to the supplier of the product at that stage of 
production. 


9. Where a supplier has apparent excess revenue under sections 
15, 16, 17 and 18 or any of those sections for any compliance 
period, his excess revenue referred to in subsection 20(2) of the 
Act for that period shall be the amount, if any, by which the 
aggregate of his apparent excess revenues under sections 15, 16, 
17 and 18 exceed the aggregate of the amounts of excess revenue 
for that period that the supplier can establish to be the result 
of 


(a) a transaction that occurred before October 14, 1975; 


(b) unusual productivity gains resulting from the activities 
of the supplier; 


(c) favourable cost developments that could not reasonably 
have been foreseen by the supplier; or 


(d) the continuation of an increase in the adjusted ope- 
rating profit per unit of that part of his business to 
which section 16 applies that had occurred before 
October 14, 1975. 
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Division 4 


Application of Price and Profit Margin Guidelines 
10. (1) Subject to subsection (2) and section 12, 


(a) section 15 applies to that part of a supplier's business 
in which he acts as a distributor; 


(b) section 16 applies to that part of a supplier's business 
(i) in which he is not acting as a distributor, and 


(ii) in respect of which he can allocate costs to 
individual products for the base period; 


(c) section 17 applies to that part of a supplier's business 
(i) in which he is not acting as a distributor, 


(ii) in respect of which he cannot allocate costs to 
individual products for the base period, and 


(iii) in respect of which he can allocate costs to 
product lines for the base period; and 


(d) section 18 applies to the remainder of a supplier's 
business. 


(2) If, in a compliance period, a supplier derives not more 
than the lesser of 


(a) 10% of his gross revenue from operations, or 
(b) $5 million gross revenue from operations, 


from that part of his business to which section 15, 16 or 17 
would otherwise apply, he may if he so chooses have section 18 
apply to that part of his business for that compliance period. 


(3) Notwithstanding paragraphs (1)(a) and (b), section 17 
applies to 


(a). that part of a supplier's business that is the 
manufacture, fabrication or assembly of industrial 
machinery, equipment, aircraft and other like 
commodities under contracts that normally take more than 
a year to complete, and 


(b) that part of a supplier's business that is construction 
industry, other than the construction of residential 


housing , 


as though each such part were a particular product line. 
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11. Where the compliance by a supplier with this Part is being 

measured during a compliance period and his financial statements 
for the period are not up to date or are otherwise not available, 
his compliance shall be measured 
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supplier has allowable costs such as selling, admini- 
financial costs that, due to their nature, are not 
allocated to a product or product line, and in all 
other respects he is a supplier described in paragraph 10(1) (b) 
or (c), as the case may be, such costs shall be allocated to 
individual products or to particular product lines, as the case 
may be, for the base period on a reasonable basis and the same 
basis shall be used in all computations respecting that supplier 
under this Part. 
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Division 5 


Profit Margin Guidelines 


13. (1) Where, during a compliance period, a supplier commences 
to supply, in a part of his business in which he is not acting as 
a distributor, an individual product that he did not supply 
during the base period, 


(a) if he did, in that part of his business, supply a 
Similar product in the base period to which he can 
allocate costs for the purposes of paragraph 10(1)(b), 
he shall 


(i) treat the new product as an individual product 
pursuant to section 16 and his adjusted operating 
profits per unit of the new product in the base 
period shall be deemed to be such amount as is 
reasonable having regard to the differences between 
the two products and his adjusted operating profits 
per unit of the similar product in the base 
period, 


Gi) eilehe Ccannotera Wlocatemcostse to .eachs OlmEne 
products, treat the products as a particular 
product line pursuant to section 17 and compute his 
target net margin percentage for the product line 
by reference to the figures relating to the similar 
product; 


(b) if paragraph (a) does not apply and he did, in that part 
of his business, supply a similar product in the base 
period that was part of a particular product line, he 
shall treat the new product as part of that product line 
notwithstanding that he can allocate costs to the new 
product; or 


(c) if he did not, in that part of his business, supply a 
similar product in the base period and he can allocate 
costs to the product in the compliance period, Division 
6 applies to him in respect of that product until the 
end of the first compliance period that ends more than 
182 days after he commences to supply the product, and 
his adjusted operating profits per unit of the new pro- 
duct in the base period shall, subject to subsection 
8(2), be deemed to be equal to his adjusted operating 
profits per unit of the new product in that compliance 
period. 


(2) Where, during a compliance period, a supplier commences 
to supply, in a part of his business in which he is not acting as 
a distributor, a product line that he did not supply during the 
base period 
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(a) if he did, in that part of his business, supply a 
similar product in the base period to which he can 
allocate costs for the purposes of paragraph 10(1)(b), 
he shall, 


(i) if he can allocate costs to each of the new product 
line and the similar product, treat the new product 
line as a particular product line pursuant to 
section 17 and his target net margin percentage for 
that product line shall be deemed to be such per- 
centage as is reasonable having regard to the dif- 
ferences between the new product line and the simi- 
lar product and the percentage that would have been 
the target net margin percentage for the similar 
product had it been a product line, and 


(ii) if he cannot allocate costs to each of the new pro- 
duct line and the similar product, treat them as a 
particular product line pursuant to section 17 and 
compute his target net margin percentage for the 
product line by reference to the figures related to 
the similar product; 


(b) if paragraph (a) does not apply and he did, in that part 
of his business, supply a similar product line in the 
base period to which he can allocate costs for the 
purposes of paragraph 10(1)(c), he shall treat the new 
product line as a particular product line pursuant to 
section 17 and his target net margin percentage for the 
product line shall be deemed to be such percentage as is 
reasonable having regard to the differences between the 
two product lines and the target net margin percentage 
of the similar product line; or 


(c) if paragraph (a) or (b) does not apply and he can 
allocate costs to the product line in the compliance 
period, Division 6 applies to him in respect of that 
product line until the end of the first compliance 
period that ends more than 182 days after he commences 
to supply the product line, and his target net margin 
percentage shall, subject to subsection 8(2), be deemed 
to be the percentage that he would have had had that 
compliance period been his base period. 


14. (1) Where section 15 applies to a part of the business of a 
supplier who did not act as a distributor during his base period, 
Division 6 applies to the supplier in respect of that part of his 
business until the end of the first compliance period that ends 
more than 182 days after he commences to act as a distributor, 
and his adjusted operating profits for that part of his business 
for the base period and each number that is included or deducted 
in the computation thereof shall, subject to subsection 8(2), be 
deemed to be equal to the corresponding number for that compli- 
ance period and the number of days in his base period shall, for 
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purposes of subsection 15(5) be deemed to be equal to the number 
of days in that compliance period during which he acted as a 
distributor. 


(2) Where section 18 applies to a supplier in respect of 
part of his business for a compliance period and the supplier 
does not otherwise than by virtue of this subsection have a 
target margin factor for that compliance period for that part of 
his business, his target margin factor for that part of his 
business for that compliance period shall be deemed to be equal 
to the factor that would have been his target margin factor had 
section 18 applied to his whole business. 


15. (1) For the purposes of this Part, a supplier's apparent 
excess revenue for a compliance period from that part of his 
business to which this section applies is the lesser of 


(a) the amount, if any, by which the supplier's adjusted 
operating profits for the period from that part of his 
business exceeds his target operating profits for the 
period from that part of his business, computed in 
accordance with subsection (2); and 


(b) the amount, if any, by which the sum of the supplier's 
adjusted operating profits for the compliance period and 
all other completed compliance periods from that part of 
his business exceeds the sum of his target operating 
profits for the compliance period and all other 
completed compliance periods from that part of his 
business. 


(2) For the purposes of subsection (1), the “target 
operating profits" of a supplier for a compliance period for that 
part of his business to which this section applies shall 


(a) if the ratio of his allowable costs for that part of his 
business for the compliance period to his allowable 
costs for that part of his business for his base period, 
is not greater than the ratio of his cost of goods sold 
for that part of his business for the compliance period 
to his cost of goods sold for that part of his business 
for his base period, be the result obtained by multi- 
plying his adjusted operating profits for his base 
period by the size factor computed in accordance with 
subsection (3); and 


(b) in any other case, be the greater of 
(i) the amount, if any, by which his target gross 
profits for the compliance period from that part of 


his business, computed in accordance with sub- 
section (4), exceeds the amount of his allowable 
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costs, other than his cost of goods sold, for that 
part of his business for the compliance period; and 


(ii) the result obtained when his adjusted operating 
profits for the base period from that part of his 
business is multiplied by the time factor, computed 
in accordance with subsection (5). 


(3) For the purposes of subsection (2), the "size factor" 
for a supplier for a compliance period shall be the result 
obtained when the supplier's allowable costs for the period for 
that part of his business to which this section applies is 
divided by his allowable costs for the base period for that part 
of his business. 


(4) For the purposes of subsection (2), the "target gross 
profits" of a supplier for a compliance period for the part of 
his business to which this section applies is the result obtained 
when his gross profit for the base period for that part of his 
business is multiplied by the quotient obtained when his cost of 
goods sold for that part for the compliance period is divided by 
his cost of goods sold for that part for the base period. 


(5) For the purposes of subsection (2), the "time factor" 
for a supplier for a compliance period is the result obtained 
when the number of days in that period is divided by the number 
of days in the base period. 


16. (1) For the purposes of this Part, a supplier's apparent 
excess revenue for a compliance period from that part of his 
business to which this section applies is the sum of his apparent 
excess revenues for the period in respect of the individual 
products to which he allocates costs for the purposes of this 
Part, computed in accordance with subsection (2). 


(2) For the purposes of subsection (1), a supplier's 
apparent excess revenue in respect of an individual product for a 
compliance period is the lesser of 


(a) the amount, if any, by which the supplier's adjusted 
operating profits for the period from that individual 
product exceeds his target operating profits for the 
period from that individual product, computed in 
accordance with subsection (3); and 


(b) the amount, if any, by which the sum of the supplier's 
adjusted operating profits for the compliance period and 
all other completed compliance periods from that indivi- 
dual product exceeds the sum of his target operating 
profits for the compliance period and all other com- 
pleted compliance periods from that individual product. 


(3) For purposes of subsection (2), the "target operating 
profits" of a supplier for a compliance period from an individual 
product is the result obtained by multiplying his adjusted 
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operating profits per unit in his base period from that 
individual product by the number of units of that individual 
product sold by him in the compliance period. 


17. (1) For the purposes of this Part, a supplier's apparent 
excess revenue for a compliance period from that part of his 
business to which this section applies is the sum of his apparent 
excess revenue for the period in respect of the particular 
product lines to which he allocates costs for purposes of: this 
Part, computed in accordance with subsection (2). 


(2) For the purposes of subsection (1), a supplier's 
apparent excess revenue in respect of a particular product line 
for a compliance period is the lesser of 


(a) the amount, if any, by which the supplier's adjusted 
operating profits for the period from that particular 
product line exceeds his target operating profits for 
the period from that particular product line, computed 
in accordance with subsection (3); and 


(b) the amount, if any, by which the sum of the supplier's 
adjusted operating profits for the compliance period and 
all other completed compliance periods from that 
particular product line exceeds the sum of his target 
operating profits for the compliance period and all 
other completed compliance periods from that particular 
product line. 


(3) For the purposes of subsection (2), the "target ope- 
rating profits" of a supplier for a compliance period from a 
particular product line is the result obtained by multiplying his 
allowable costs that are allocated to that particular product 
line for the period by the target margin factor for the parti- 
cular product line. 


18. (1) For the purposes of this Part, a supplier's apparent 
excess revenue for a compliance period from that part of his 
business to which this section applies is the lesser of 


(a) the amount, if any, by which the supplier's adjusted 
operating profits for the period from that part of his 
business exceeds his target operating profits for the 
period from that part of his business, computed in 
accordance with subsection (2); and 


(b) the amount, if any, by which the sum of the supplier's 
adjusted operating profits for the compliance period and 
all other completed compliance periods from that part of 
his business exceeds the sum of his target operating 
profits for the compliance period and all other com- 
pleted compliance periods from that part of his 
business. 
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(2) For the purposes of subsection (1), the "target 
operating profits" of a supplier for a compliance period from the 
part of his business to which this section applies is the result 
obtained by multiplying his allowable costs that are allocated to 
that part of his business for the period by the target margin 
factor for that part of his business. 
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Interim Price Measurement Guidelines 
19Re ine thits® Div Eston, 


"base category'' means a base category described in subsection 
21(1) ; 


"base cost", in respect of 


(a) a product that is being sold on October 13, 1975, means 
the supplier's best estimate of his allowable costs per 
unit of production as of that date, such estimate being 


(i) made on a reasonable basis consistent with his 
usual accounting practices, 


(ii) based on the latest cost information available to 
him, adjusted to reflect cost changes that have 
occurred between the date of such latest cost 
information and October 13, 1975, and 


(iii) where anticipated cost increases are reflected in 
the base price, assuming that those cost increases 
have already occurred, and 


(b) a product that is not being sold on October 13, 1975, 
means the supplier's best estimate of his allowable 
costs per unit of production as of the date the product 
is first sold, such costs being revised to eliminate the 
difference between the estimated costs and the actual 
costs as of the date the product is first sold 


(i) as soon as sufficient data is available to him to 
so revise the costs, or 


(ii) 90 days after the date the product is first sold, 
whichever occurs first; 


"current cost" means the supplier's best estimate of his 
allowable costs per unit of production as of the date a price 
adjustment is required, such estimate being 


(a) made on a reasonable basis consistent with his usual 
accounting practices and with the method of estimating 
his base cost, and 


(b) based on the latest cost information available to him, 
adjusted to reflect cost changes that have occurred 
between the date of such latest cost information and the 
date the price adjustment is required, 
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and may include an anticipated cost increase, to the extent that 
it is reasonably certain to occur within the period in which the 
price is expected to remain in force, if the anticipated cost is 
to reflect its proration over that period. 


20. (1) 


Where a supplier to whom subsection 21(1) applies 


commences to supply a product that he has not supplied before, 


(a) 


(b) 


(2) 


the product shall, if it is similar to a product or 
products in an existing base category of the supplier, 
be deemed to have been in that category on October 13, 
IGT Ois 


where paragraph (a) does not apply to the product, the 
maximum price that the supplier may charge for the 
product for the first 90 days that he supplies it shall 
be determined under subsection (3), and at the end of 
that period it shall be assigned to a base category on 
the basis of the gross profit realized by the supplier 
from the sale of that product during the 90 days. 


Where a supplier to whom subsection 21(2) applies 


commences to supply a product that he has not supplied before, 


(a) 


(b) 


(3) 
(a) 


(b) 


(c) 


the product shall, if it is similar to a product or 
products in an existing product line of the supplier, be 
deemed to be part of that product line; or 


where paragraph (a) does not apply to the product, the 
maximum price that the supplier may charge for the 
product from time to time until the end of the first 
compliance period that ends more than 182 days after he 
commenced supplying the product shall be determined 
under subsection (3) and the product shall be deemed to 
be a particular product line and the gross profit as a 
percentage of gross revenue from operations from sales 
of that product line during the base period shall be 
computed by reference to the results of the sales period 
to the end of the compliance period with such 
adjustments, if any, as are necessary to reflect the 
seasonal nature of the supplier's business. 


Where a supplier 


who did not act as a distributor during his base period 
commences to act as a distributor, 


to whom subsection 21(1) applies commences to supply a 
product that is not similar to a product or products in 
one of his existing base categories, 


to whom subsection 21(2) applies commences to supply a 
product that is not similar to a product or products in 
one of his existing product lines, or 
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(d) 


to whom section 23 applies commences to supply a product 
described in subsection 23(3), 


the maximum price that he may charge from time to time during the 
period described in subsection (4) shall be 


(e) 


(f) 


(g) 


(4) 


the highest price charged for that product by any other 
supplier in the same market under circumstances similar 
to those of the supplier first mentioned, 


where there is no price being charged by another 
supplier described in paragraph (e), a price that is 
reasonable having regard to the highest price charged at 
or about that time for a similar product under 
circumstances similar to those of the supplier first 
mentioned having regard to the differences between the 
two products, or 


in any other case, such product price as is appropriate, 
fair and reasonable having regard to the allowable costs 


that are attributable to the product concerned. 


The period during which subsection (3) shall apply to 


determine the maximum prices of products in the circumstances 
described therein shall begin when the supplier commences to 
supply the product and end 


(a) 


(b) 


Zale el) 


in the case of a supplier described in paragraph (3) (a), 
(c) or (d), at the end of the first compliance period 
that ends more than 182 days after the supplier com- 
menced supplying the product; or 


in the case of a supplier described in paragraph 3(b), 
90 days later. 


Where a supplier to whom this section applies can 


categorize individual products so that all products sold by him 
with the same mark-on rate on October 13, 1975, are included in 
the same category (herein referred to as "base category"), he 
shall control his prices during a compliance period and each part 
thereof in such a manner that 


(a) 


the sum of 


(i) the results obtained when, in respect of each 
product that has been transferred to a category 
with a higher mark-on rate than applied in its base 
category, the difference in mark-on rate is 
multiplied by the laid-down cost to the supplier of 
that product sold during the compliance period or 
part thereof while the product was in the higher 
category, 


2k 


al 


ee eee 
‘30 odnoi3 np oseq op o3ep 


eT & JueUTWIA] os STOW vIqenb-33uTA ap spotigd eT (Tt) 


:soqUueATNS sopotigd xnep sep ensuo{ snq{d eT, Juepued 
ednois ne oyTqeottdde uotjJeigunwe1 op orferoy xneq 
np uotjeQuewsne ,;p usfow JTonuue vs8ejus.inod oT As[No Teo (e 


:2Ins owwod 
aTNoTeo oS SANe}eoTpUT sep uoTeoT[dde,p eguue oun anod osdnoazZ un 
R eTqeottdde saianetigjue seTetiertes senbtjeid ep uostei ua queue 
-snfei op qUoTOTJJo00 oT £(Z) aydeaSeied np aAroesga snog (T) *8Y¥ 


soinetigjue seTetTieles Sonbtjead op uosted Uo JUowe snled op JUOTOTJ JOO) 


*quoo anod xnop ep 4so sinoej,eoTpuT sep uot eoT{dde\p 
aguue oun inod eTeuoTzeU |g3aTATIONpolad ap JueTOTFJo09 of “*/Y¥ 


a@Teuotjeu Q}TATJonNpoad op JUeToTJJoO) 


‘jue. anod xTs op sns use 4soa 

Tnb owwei380id np aguue ewgtTxnep eT, JUuepued uot eW 

-wosuod eT e xtaid sep sxoTputT,, ep e3equeoinod ue 
uotTjeqUuousne ,~T op fe A TE uoT}OeAZ TS fuoT}IDeAZ eT (TT) 


ap zea ques agnod aajzenb (tT) 
ep [e309 eT S‘euwei80id np eguue sulgTsSToO1} eT suep (Pp 
qa $jquea. anod jtny op sns 
ue 3se tTnb ouweisoid np seguue sigtweid e], Juepued 
uoTjJeuWOSUuOD. eT eB xTAid sep s<dTpUT,[, ep e3equadanod 


ue UOTJeQUeWSsNe |, ep SnoTT e& A T[T\s SuoTIOeIZ eT (TT) 


ep ae “Uso an0d xts (EZ) 


ep [TeI07 eT Sowuezr80id np sguUe olleatTxnep eT suep (2 
‘que. ainod jtny ep fewwer30id np sguue eigtweid eT, suep (q 
$axouue | T 


2p I] suuoTOo eT e gnbtput sseq op uot z9030Ad ap queto 
-TJyooo eT SY exouUue,, ep I suUOTOD e{T Be gnbtput stow 
un juepued adueuWod esguUe,, TS 6G/6T 2140990 4T OT QueAe (e 


JueSuswwod sineqZeoTput sep uot jeor{dde,p 
eguue aun anod ‘j3se oseq ep uUoT}9eq0Id ap YUSTITFJOOO of “QOH 


Seq Op UOT}00}0AId op JUSTOTJJOO) 


a Ger 


eydeaseied ne queuguiozuod. g[NOTeS Jo agQuUe aqja0 

BR eTqeottdde ‘seinetigque seTetiertes senbr ead 
SeT Ins gpuoyz ‘queweqysnfer op qustoTyyzo0o aT (1) 
eguTTe-snos ne nueqqo 3eq[NSsgd np juekerAsnos ua (TT) 


does not 


(b) 


(2) 


exceed the sum of 


(ii) the results obtained when, in respect of each 


product that has been transferred to a category 
with a lower mark-on rate than applied in its base 
category, the difference in mark-on rates is multi- 
plied by the laid down cost to the supplier of that 
product sold during the compliance period or part 
thereof while the product was in the lower 
category; and 


the mark-on rate on any one product does not increase by 


more than 10 percentage points. 


Where a supplier to whom this section applies cannot 


categorize individual products as required by subsection (1) but 
can divide the products sold by him into product lines, he shall 
control his price during the compliance period in such a manner 
that, for a compliance period or part thereof, 


(a) 


(b) 


(3) 


the mark-on rate on any one product in the product line 
does not increase by more than 10 percentage points; and 


the gross profit as a percentage of gross revenue from 
operations realized from the sales of each product line 
during the first three months, six months and nine 
months of the compliance period and during the complete 
compliance period does not exceed the gross profit as a 
percentage of gross revenue from operations realized 
from sales of that product line during the corresponding 
part of the base period. 


Where a supplier to whom this section applies cannot 


categorize individual products as required by subsection (1) or 
divide the products sold by him into product lines as required by 
subsection (2), he shall control his prices during a compliance 
period pursuant to subsection (2) as though all of his products 
constituted one product line. 


(4) 


supplier 


(a) 


(b) 


Notwithstanding subsections (1), (2) and (3), where a 
experiences 


a reduction in the ratio of his allowable costs to his 
cost of goods for the part of his business to which this 
section applies below his corresponding ratio for the 
base period, he shall reduce his selling prices by such 
amount, if any, as may be necessary to ensure that the 
ratio of his adjusted operating profits to his allowable 
costs for that part of his business for the compliance 
period does not exceed his corresponding ratio for the 


base period; o% 


an increase in the first ratio described in paragraph 
(a) above his corresponding ratio for the base period, 
he shall not be required to maintain prices that would 
reduce his adjusted operating profits for the compliance 
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period for the part of his business to which this 
section applies below his adjusted operating profits for 
that partof his business for the base period. 


22. The maximum unit price that may be charged by a supplier to 
whom this section applies for an individual product when a price 
adjustment is required shall not exceed 


(a) the base price of the product, 
plus 


(b) the excess, if any, of the current cost of the product 
over the base cost of the product, 


minus 


(c) the excess, if any, of the base cost of the product over 
the current cost of the product. 


23. (1) The maximum price that may be charged by a supplier in a 
compliance period for a product in a product line to which this 
section applies that he commenced to supply more than 182 days 
before the beginning of the compliance period shall be computed 
in the following manner: 


(a) determine for the last period that ended before October 
14, 1975, or for the first fiscal period that ended more 
than 182 days after he commences to supply the product 
line, whichever is later, 


(i) the total revenue received from the sales of the 
product line concerned, and 


(ii) the total allowable costs applicable to the product 
line in question broken into components, such com- 
ponents consisting of at least the cost of direct 
materials, direct labour and direct and indirect 
overhead; 


(b) determine, for each cost component referred to in sub- 
paragraph (a)(ii), the percentage, if any, by which the 
cost price of the component, expresssed as cost per hour 
of labour, cost per unit of raw material or cost per 
unit of other input, has increased or decreased since 
the last day of the later of the two fiscal periods 
described in paragraph (a); 


(c) determine the aggregate of the numbers that result when 
there is added to each cost referred to in subparagraph 
(a) (ii) the result obtained when that cost is multiplied 
by the percentage determined under paragraph (b) for 
that cost; 


(d) divide the aggregate determined under paragraph (c) by 
the remainder when the target net margin percentage of 
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the supplier in respect of the product line is 
subtracted from 100 per cent; and 


(e) multiply the price of the product on the last day of the 
later of the two fiscal periods described in paragraph 
(a) by the quotient obtained under paragraph (d), divide 
the result by the amount determined under subparagraph 
(a) (i) and adjust the amount so calculated for varia- 
tions in fixed costs and increases in volume, where 
applicable, the result being the maximum price that may 
be charged for a product included in the product line. 


(2) During a compliance period, the maximum price that may 
be charged by a supplier to whom this section applies for a 
product in a product line other than a product line to which 
subsection (1) applies shall, if it is a product line to which 
paragraph 13(2)(a) or (b) applies, be computed initially in the 
following manner: 


(a) determine the total revenue that may reasonably be 
expected to be received from sales of products in the 
product line during the first year of sales of the 
product line by the supplier at the prices tentatively 
chosen by the supplier, 


(b) determine the total allowable costs that may reasonably 
be expected to be incurred in respect of the product 
line by the supplier during that first year, 


(c) divide the total determined pursuant to paragraph (b) by 
the remainder when the target net margin percentage for 
the product line for the compliance period is subtracted 
from 100 per cent, and 


(d) the maximum price for the product is the result obtained 
when the tentative price for the product used for the 
purposes of the determination under paragraph (a) is 
multiplied by the quotient obtained when the result 
obtained under paragraph (c) is divided by the total 
revenue determined under paragraph (a), 


and a revised computation shall be made not more than 90 days 
after the product line is first sold by the supplier and the 
maximum price shall be revised accordingly. 


(3) The maximum price that may be charged by a supplier to 
whom this section applies for a product in a product line other 
than a product line to which subsection (1) or (2) applies shall 
be determined under subsection 20(3). 


24. A supplier to whom this section applies shall control the 
prices of his products during a compliance period so that his 


gross revenue from operations 


(a) for the first three months of the compliance period, 
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(b) for the first six months of the compliance period, 
(c) for the first nine months of the compliance period, and 
(d) for the complete compliance period, 

does not exceed an amount computed by dividing his allowable cost 


during that time by the remainder when his target net margin per- 
centage is subtracted from 100 per cent. 
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PartyZ 


Guidelines for the Restraint of Professional Fees and Income 


Interpretation 
P55 (i) 


costs", 


In this Part, “adjusted operating profits", "allowable 


"gross revenue from operations" and " restricted 


expenses" have the meanings assigned to those expressions by Part 


is 


(2) 


Imnmehdicn Part, 


"base period" means 


(a) 


(b) 


the last completed fiscal period of a firm prior to 
October 14, 1975, that includes 183 days or more, or 


where a firm has not had a completed fiscal period of 
183 days or more prior to October 14, 1975, and it is a 
firm other than a firm referred to in section 31, the 
first fiscal period of the firm that includes 183 days 
or more; 


"compliance period", in respect of 


(a) 


(b) 


(c) 


a firm the base period of which is determined under 
paragraph (a) of the definition "base period", means its 
fiscal period that includes October 14, 1975, and each 
fiscal period thereafter of the firm, 


a firm the base period of which is determined under 
paragraph (b) of the definition "base period", means its 
fiscal period immediately following its base period and 
each fiscal period thereafter of the firm; and 


a firm referred to in section 31, means its first fiscal 
period or its fiscal period that includes October 14, 
1975, whichever is later, and each fiscal period 
thereafter of the firm; 


"practitioner", in respect of a firm, means an individual who is 


(a) 
(b) 


the proprietor of the firm, 


a partner in the firm if during the fiscal period or 
part thereof when he was a partner, the individual 
devoted to the affairs of the firm at least one-half of 
the normal business hours of the firm, 


a shareholder in the firm if, during the fiscal period 


or part thereof when he was a shareholder, the 
individual 
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(i) devoted to the affairs of the firm at least one- 


half of his normal business hours to the affairs 
of the firm, 


(ii) owned a number of shares that was in reasonable 
proportion to the number of shares owned by other 
practitioners of that firm who were shareholders on 
the last day of the base period, or 

(d) an employee of the firm who, during the fiscal 
period or part thereof when he was an employee, 
devoted at least one-half of the normal business 
hours to the affairs of the firm and derived more 
than one- half of his income that he derived from 
the firm 

(i) in the form of profit sharing, or 

Gt) Vasva result %of a £ormulla ‘under which some or all of 
his income is determined by reference to the gross 
revenue of the firm or some portion thereof, 

or both; 

"practitioner number" and "adjusted practitioner number" have the 
meanings assigned to those expressions by subsection 29(5) or 


(6), whichever is applicable in the circumstances; 


"second program year" has the meaning assigned to that expression 
ley? Pelee he 


26. (1) This Part applies to a supplier of a service prescribed 
by subsection (2) to be a professional service and to those of 


his employees who are practitioners. 


(2) The services of a supplier who is or holds himself out 
to be 


(a) an architect, 


(b) a business, financial, actuarial, economic or management 
consultant, 


(c) a chiropractor, 

(d) a dentist, 

(e) an engineer, 

(£) a lawyer or notary, 

(g) a medical doctor or surgeon, 
(h) an optometrist, 

(Gi) vasipublaice accountant. sor 


(j) a veterinarian, 
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whether the supplier carries on business as a proprietorship, 
partnership, corporation or other entity, are hereby prescribed 
to be professional services. 


27. (1) Subject to subsection (2), a firm shall be deemed to 
have complied with this Part during a compliance period if, 


(a) in respect of the supply of professional services the 
fee for which is computed as a percentage of the value 
of the transaction or asset involved, it has reduced its 
fee rate by not less than 1% of the October 13, 1975, 
fee rate for every three-month period completed after 
that date, and 


(b) in the case of other professional services, it has not 
increased its fee rates above its October 13, 1975, fee 
rates by more than 


(i) the amounts estimated to be necessary set net 
increases that accrue after October 13, 1975, in 
his allowable costs properly allocable to those 
services, 


plus 


(ii) the income improvement amounts computed in 
accordance with subsection (3). 


(2) In determining its fee rates charged for professional 
services rendered during a compliance period, a firm shall follow 
its normal and habitual billing practices as evidenced by those 
practices employed by it in the base period, and shall have due 
regard to the differentials that existed at October 14, 1975, 
between 


(a) fee rates actually charged for particular services 
performed and those listed for such services in any 
publicly available schedule, and 


(b) fee rates charged for services performed by 
practitioners having differing experience and seniority 
in the firm. 


(3) For the purposes of subsection (1), the income 
improvement amounts are the amounts of increases in fee rates 
estimated to be necessary to increase the annual gross revenue 
from operations of the firm over that of the last preceding 
twelve-month period ending October 13 by the proportion of the 
maximum increase that would be permitted under Division 1 of Part 
4 in the total amount of compensation of the group of 
practitioners if for the purposes of that Division, they were a 
group and their incomes from the firm were compensation, that 


(a) the gross revenue from operations of the firm estimated 
to be derived from services of a type described in 
paragraph (1)(b) during the ensuring year, 
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(b) the total gross revenue from operations of the firm 
estimated to be derived during the ensuing year. 


(4) The estimates referred to in subparagraph (1)(b)(i) and 
subsection (3) shall be based upon the expectation that each 
practitioner in the firm will, in the ensuing year, work the same 
number of hours as he did in the immediately concluded year and 
render approximately the same mix of professional services. 


28. The excess revenue of a firm that does not comply with the 
applicable conditions prescribed by section 27 and that has 
apparent excess revenue under section 29 for a compliance period 
shall, for that period be the amount, if any, by which its 
apparent excess revenue under section 29 exceeds the aggregate of 
the amounts of its excess revenue for that period that the firm 
can establish to be the result of 


(a) Bar transaction. that oceurred before October 14, 1975; 


(b) unusual productivity gains resulting from the efforts of 
the firm; 


(c) favourable cost developments that could not reasonably 
have been foreseen by the firm; 


(d) the continuation of an increase in the firm's income per 
practitioner that had occurred before October 14, 1975; 


(e) an increase in the average workload of the practitioners 
of the firm or an upgrading of the mix of professional 
services rendered by the firm; or 


(f) services rendered outside Canada by persons who are 
resident outside Canada. 


29. (1) For the purposes of this Part, a firm's apparent excess 
revenue for a compliance period is the amount, if any, by which 
its adjusted operating profits for the period exceeds its target 
operating profits for the period computed in accordance with 
subsection (2). 


(2) For the purposes of subsection (1), the "target 
operating profits" of a firm for a compliance period shall be 
computed by multiplying its adjusted operating profits for the 
base period by the size factor computed in accordance with 
subsection (4) and adding to the result the income adjustment 
figure computed in accordance with subsection (7). 


(3) For the purposes of this Part, the adjusted operating 
profits of a firm shall be computed without deduction of any 
amount of salary, salary allowance, interest or other 
distribution of profit to the practitioners in respect of the 
period that they were practitioners. 
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(4) For the purposes of subsection (2), the "size factor" 
for a firm for a compliance period shall be the result obtained 
when the adjusted practitioner number for the firm for the 
compliance period is divided by the adjusted practitioner number 
for the firm for the base period, computed in accordance with 
subsections (5) and (6). 


(5) Subject to subsection (6), the "practitioner number" for 
a firm for a compliance period shall be the number of individuals 
who were practitioners in the firm during that period, and the 
"adjusted practitioner number" for a firm for a compliance period 
shall be the sum of 


(a) the number of individuals who were practitioners in the 
firm both during the compliance period and the two 
immediately preceding fiscal periods; 


(b) the product obtained by multiplying the number of 
individuals who were practitioners in the firm during 
the compliance period and during the immediately 
preceding fiscal period, but not during the second 
preceding fiscal period, by 75% or such larger 
percentage as is reasonable having regard to the 
previous income level of the practitioners; and 


(c) the product obtained by multiplying the number of 
individuals who were practitioners in the firm during 
the compliance period but not during the immediately 
preceding fiscal period by 50% or such larger percentage 
as is reasonable having regard to the previous income 
level of the practitioners. 


(6) Where 


(a) a fiscal period contains less than 365 days, the practi- 
tioner number and the adjusted practitioner number 
determined pursuant to subsection (5) shall be reduced 
proportionately; and 


(b) an individual is a practitioner for less than the full 
fiscal period, he shall, for the purposes of subsection 
(5), be counted as a fraction of a practitioner equal to 
the number of months during which he was a practitioner, 
divided by the number of months in the fiscal period. 


(7) For the purposes of subsection (2), the "income 
adjustment figure" for a firm for a compliance period shall 


(a) if the computation is being made in respect of a 
compliance period that ended before October 14, 1976, be 
the lesser of 


(i) the product obtained when the practitioner number 
for the firm for the compliance period is multi- 
plied by $2,400, and 
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(ii) the product obtained when the adjusted practitioner 
number for the firm for the compliance period is 
multiplied by 10% of the amount (hereinafter 
referred to as the "base period income per practi- 
tioner") obtained when the adjusted operating 
profits of the firm for the base period is divided 
by the adjusted practitioner number for the firm 
for the base period; 


(b) if the computation is being made in respect of a 
compliance period that ended after October 13, 1976, and 
before October 14, 1977, be the lesser of 


(i) the product obtained when the practitioner number 
for the firm for the compliance period is multi- 
plied by $4,800, and 


(ii) the product obtained when the adjusted practitioner 
number for the firm for the compliance period is 
multiplied by the product obtained by multiplying 
the base period income per practitioner by the sum 
of 18% and the percentage increase, if any, in the 
Consumer Price Index in the first program year that 
is in excess of eight per cent; and 


(c) if the computation is being made in respect of a 
compliance period that ended after October 13, 1977, and 
before October 14, 1978, be the lesser of 


(i) the product obtained when the practitioner number 
for the firm for the compliance period is 
multiplied by $7,200, and 


(ii) the product obtained when the adjusted practitioner 
number for the firm for the compliance period is 
multiplied by the product obtained by multiplying 
the base period income per practitioner by the sum 
of 24%, the prcentage increase, if any, in the Con- 
sumer Price Index in the first program year that is 
in excess if eight per cent and the percentage in- 
crease, if any, in the Consumer Price Index in the 
second program year that is in excess of six per 
cent. 


30. (1) Except as otherwise provided by this Part, all compu- 
tations, calculations and determinations under this Part in 
respect of a firm shall be made using financial data that is the 
result of the consistent application of the accounting principles 
and practices used in the preparation of the firm's financial 
statements for the base period. 


(2) Subject to subsection (3), if a firm's financial state- 
ments for the base period were not prepared in accordance with 
generally accepted accounting principles, such changes shall, for 
the purposes of this Part, be made in the accounting principles 
and practices as are necessary to conform them to generally 
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accepted accounting principles and all computations, calcu- 
lations and determinations shall be made in accordance with those 
amended principles and practices. 


(3) If the only financial statements of a firm for the base 
period were statements prepared in accordance with section 34 of 
the Income Tax Act, they shall be considered, for the purposes of 
this Part, in respect of those principles and practices that are 
prescribed by that section, to be in accordance with generally 
accepted accounting principles. 


31. Where a firm has not had one completed fiscal period of 183 
days or more before October 14, 1975, and the firm may 
reasonably be regarded as being the continuation of another firm 
in a new form, or as having been formed as a result of the 
subdivision of another firm or the merger of two or more firms, 
the adjusted operating profits of the firm for the base period, 
the practitioner number of the firm for the base period, the 
adjusted practitioner number of the firm for the base period and 
any other number relating to the base period that is required for 
the operation of this Part, shall be such numbers as are 
reasonable, having regard to all of the circumstances of the 
continuation, subdivision or merger, as the case may be, and the 
history or histories of the other firm or firms. 
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Part 3 


Dividends 


First Compliance Period 


32. For the purposes of this Part the "first compliance period" 
is the twelve months ending October 13, 1976, and the "dividend 
factor for that periodyis) 100A: 


Limitation on Amount Generally 


33. (1) A corporation shall not, during a compliance priod, 
declare or pay dividends on any share of a particular class that 
in total exceed the product obtained when the corproration's 
dividend base for a share of that class if multiplied by the 
dividend factor for the compliance period. 


(2) For the purposes of subsection (1) a corporation's 
"dividend base" for a share of a class is an amount equal to the 
greater of 


(a) dividends paid on a share of that class during the last 
fiscal year of the corporation that ended prior to 
October 14, 1975; and 


(b) the annual dividend, twice the last semi-annual dividend 
or four times the last quarterly dividend paid on a 
share of that class during the twelve-month period 
immediately preceding October 14, 1975, if the corpo- 
ration had a demonstrable record of paying annual, 
semi-annual or quarterly dividends. 


(3) Notwithstanding subsection (1), a corporation may, 
during the first compliance period, declare and pay dividends on 
all classes of its shares that in total do not exceed 25% of its 
earnings computed in accordance with generally accepted account- 
ing principles 


(a) where its first fiscal year ended after October 13, 
197>,.eLoOG Liseiitrstericcalmveatce or 


(b) in any other case, for its last fiscal year that ended 
prior to October 14, 1975. 


Amalgamated Company Dividends 


34. (1) Notwithstanding section 33, where two or more corpo- 
rations (each of which corporation is hereinafter in this section 
referred to as a "predecessor corporation") amalgamate at any 
time after October 13, 1974, the corporation formed by the 
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amalgamation (hereinafter in this section referred to as the "new 
corporation") shall not, during a compliance period declare or 
pay dividends on its shares that, in total, exceed the product 
obtained when the base amount computed in accordance with 
sub-section (2) is multiplied by the dividend factor for that 
compliance period. 


(2) For the purposes of subsection (1), the "base amount" is 
the amount by which 


(a) the sum of the dividends paid by the new corporation and 
each of the predecessor corporations during the twelve- 
month period ending on October 13, 1975, excluding 
therefrom any dividends paid by one predecessor 
corporation to another; 


exceeds 


(b) the sum of the dividends paid by the predecessor 
corporations in the compliance period, excluding 
therefrom any dividends paid by one predecessor 
corporation to another. 


(3) Notwithstanding subsection (1), a new corporation may, 
during the first compliance period, declare and pay dividends 
that in total do not exceed the amount by which 


(a) 25% of the earnings of the predecessor corporations for 
their last fiscal years ending prior to October 14, 
1975, computed in accordance with generally accepted 
accounting principles; 


exceeds 
(b) the sum of the dividends declared and paid by the 
predecessor corporations after October 13, 1975. 
Subdivision and Consolidations of Shares 


35. Where at any time after the beginning of the fiscal year 
referred to in paragraph 33(2) a class of shares has been 


(a) subdivided into a greater number of shares, or 
(b) consolidated into a lesser number of shares, 


the amount of the dividends per share permitted to be declared 
and paid by virtue of section 33 or 34 shall be proportionately 
adjusted. 


Application of Part 


36. (1) Subject to subsection (2), this Part applies to every 
corporation that is incorporated in Canada and that 
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is listed on a stock exchange as prescribed in Part 
XXXII of the Income Tax Regulations; 


employs five hundred or more persons in Canada on 
October 14, 1975, or any day thereafter; 


carries on business in the construction industry and 
employs 20 or more persons in Canada on October 14, 
1975, or any day thereafter; 


is associated, within the meaning of section 256 of the 
Income Tax Act, with a company referred to in paragraph 
(a) tore (Ee hs 


is a corporation to which Part 2 applies. 
This Part does not apply to 


mortgage investment corporations, investment corpo- 
rations, mutual fund corporations or non-resident owned 
investment corporations, as defined in the Income Tax 
Act; 


a corporation during its first fiscal year, other than a 
corporation that is 


(i) formed as the result of an amalgamation, or 


(ii) associated, within the meaning of section 256 of 
the Income Tax Act with another corporation that 
was in existence on October 13, 1975; 


credit unions and co-operative corporations; 


dividends paid by a corporation on a class of shares at 
least 90% of which are beneficially owned by one or more 
other corporations if each of those other corporations 
is referred to in subsection (1) and none of those cor- 
porations is a corporation referred to in paragraph (a), 
(b) or (c); 


policy dividends paid by life insurance companies; 


dividends on preferred stock that were in arrears on 
Oeiwolxaie IWS MODS » tele 


dividends paid in respect of a new class of shares 
during a twelve-month period after issue if the new 
class is owned entirely by persons with whom the corpo- 
ration deals at arm's length within the meaning of 
section 251 of the Income Tax Act, or is otherwise 
created for a bona fide purpose. 
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37. For the purpose of this Part, a dividend declared on a share 
of a class of shares prior to October 14, 1975, and that is sub- 
sequently paid, shall be deemed to have been paid on the date on 
which it was so declared. 
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Part 4 


Guidelines for the Restraint of Compensation 


Interpretation 


Sheh5. Inv fells, JPavete, «5 


"bargaining unit" means a group of employees recognized under any 
applicable law to be a unit appropriate for collective bargain- 
ing; 


"base date", with respect to a group, means the day before the 
date on which the first compensation plan of the group estab- 
lished or entered into on or after October 14, 1975, becomes 
effective, 


"base year", with respect to a guideline year, means a period of 
365, or where the period includes February 29, 1976, 366 consec- 
utive days immediately preceding the first day of the guideline 
year; 


"compensation plan" means an arrangement for the determination 
and administration of the compensation of employees; 


"Consumer Price Index" means the Consumer Price Index for Canada, 
as published by Statistics Canada under the authority of the 
Statistics Act; 


"direct incentive plan" means an arrangement under which the 
whole or any portion of the compensation of an employee, in 
respect of whom the arrangement is applicable, is determined by 
the application of a formula comprising a number of variables 
such as hours worked, mileage or by units of output, or the 
volume or value of sales achieved by the employee; 


"employer", with respect to a group, means the employer of the 
employees in the group; 


"executive group" means a group referred to in paragraph 39(a); 
"executive officer' means an employee of a corporation 


(a) who is the president, a vice-president, secretary, 
comptroller, treasurer or other officer of the 
corporation designated as such by by-law or resolution 
of the directors of the corporation, or 


(b) other than an officer referred to in paragraph (a), who 
is a member of an executive or senior management 
committee; 
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"first program year" means the period of 366 consecutive days 
beginning on October 14, 1975; 


"group" means 


(a) a bargaining unit, 


(b) two or more bargaining units composed of employees of 
the same employer that, in association with one another, 
bargain collectively with the employer, 


(c) one or more bargaining units composed of employees of 
one or more employers that bargain collectively with an 
association of employers, 


(d) a group of employees the composition of which is 
unilaterally established by the employer for the purpose 
of determining or administering the compensation of the 
employees in the group, 


(e) a group the composition of which is determined in accor- 
dance with paragraph 39(b), or 


(f) an executive group; 
"guideline year", with respect to a group, means a period of 365, 
or where the period includes February 29, 1976, 366 consecutive 
days beginning on the later of 

(a) the day immediately following the base date, 


or 


(b) the day immediately following the last anniversary of 
the base date; 


"indirect incentive plan" means an indirect incentive plan as 
defined in subsection 57(1)3 


"second program year'' means the period of 365 consecutive days 
beginning on October 14, 1976; 


"third program year" means the period of 365 consecutive days 
beginning on October 14, 1977. 


39. For the purpose of this Part, 


(a) the executive officers of a corporation shall be 
included in a group that does not include any other 
employees of that corporation; and 


(b) where an employer has established a single compensation 
plan that is applicable to all employees of that 
employer other than the employees in a bargaining unit 
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or in an executive group, the employer shall include the 
employees that are not members of a bargaining unit or 
of an executive group in two or more other groups, the 
composition of which shall be determined 


(i) by reference to the practices followed by other 
employers of comparable size in the same or in a 
related industry, or 


(ii) on the basis of the occupations of the employees of 
the employer. 


40. For the purpose of this Part, compensation does not include 
any amount paid to the employees in a group for the number of 
hours of overtime worked in a guideline year that are in excess 
of the total hours of overtime worked during the base year by the 
employees in the group, where the excess hours of overtime were 
necessitated by special or unusual circumstances and were 
essential to the effective conduct of the business of the 
employer. 


41. For the purposes of this Part, 


(a) the normal or standard hours of work of an employee in 
an executive group shall be deemed to be the same as the 
normal or standard hours of an administrative or office 
employee of the same employer who is not included in an 
executive group; or 


(b) where the payment of compensation payable in a guideline 
year is deferred, that compensation shall be deemed to 
have been paid in that guideline year unless the payment 
was deferred in accordance with a provision that formed 
part of the terms and conditions of a compensation plan 
in effect on October 14, 1975. 


42. (1) For the purposes of this Part, the percentage increase 
in the Consumer Price Index for any period shall be computed in 
the following manner: 


(a) subtract the Consumer Price Index for the month 
immediately preceding the month during which the period 
begins from the Consumer Price Index for the month 
during which the period ends; 


(b) divide the result obtained under paragraph (a), by the 
Consumer Price Index for the month immediately preceding 
the month during which the period begins; 


(c) adjust the quotient obtained under paragraph (b), in 
accordance with subsection (2); and 


(d) multiply the adjusted quotient by one-hundred, the 
result being the percentage increase in the Consumer 
Price Index for that period. 
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(2) Where the quotient obtained under paragraph (1)(b) con- 
tains three digits after the decimal point, 


(a) the third digit after the decimal point shall be dropped 
if that digit is less than five; or 


(b) the second digit after the decimal point shall be in- 


creased by one and the third digit dropped if the third 
digit is five or greater than five. 
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Division 1 


Guidelines for Groups 


43. (1) 


Subject to subsection (2) and section 44, an employer 


shall not in any guideline year increase the total compensation 
of all the employees in a group, in relation to the total 


compensation of all the employees in the group in the base year, 
by an amount that results 


(a) in an annual percentage rate of increase that is greater 
than the permissible percentage rate of increase deter- 
mined for the group under section 453 or 


(b) in an increase in the average compensation for the group 
for the guideline year that is greater than twenty-four 


hundred dollars, 


whichever is the lesser amount. 


(2) 


The compensation of an employee in any guideline year 


may be increased 


(a) 
(b) 


to three dollars and fifty cents an hour; or 


six hundred dollars or, where the compensation is paid 
for less than a year, by an amount that bears the same 
proportion to six hundred dollars, that the period for 
which the compensation is paid bears to a year, 


whichever results in the greater increase. 


44. (1) Where a group 


(a) in respect of which 


(i) a compensation plan entered into or established on 
or before January 1, 1974, expired prior to October 
14, 1975, and 


(ii) a new compensation plan was not entered into or 
established prior to October 14, 1975, or 


(b) has an historical relationship with another group, 


the employer may in 
the compensation of 
that is not greater 


(c) the amount 


a guideline year increase the total amount of 
all the employees in the group, by an amount 
than the sum of 


permitted under subsection 43(1), and, 


(d) such further amount that in the opinion of the Anti- 
Inflation Board is consistent with the objectives of the 


Act. 
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(2) For the purposes of paragraph (1)(b), a group has an 
historical relationship with another group 


(a) where 


(i) for a period of two or more years prior to October 
14, 1975, the level, timing and rates of increase 
of compensation of the employees in the groups have 
borne a demonstrable relationship with each other, 
or 


(ii) prior to October 14, 1975, the rates for the 
benchmark jobs in each group were identical; and 


(b) where the employees in the groups 


(i) have the same employer, are employed in the same 
industry, or are in the same local labour market, 
and 


(ii) perform work that is related to the same product, 
process or service. 


Permissible Percentage Rate of 
Increase in Compensation 


45. The permissible percentage rate of increase in compensation 
for a group for any guideline year is, 


(a) where the result determined under paragraph 48(1)(b) is 
greater than the result determined under paragraph 
48(1) (a), the sum of 


(i) the basic protection factor for that year deter- 
mined under section 46, 


(ii) the national productivity factor set forth in 
section 47, and 


(iii) the experience adjustment factor for that year 
computed under subsection 48(1); or 


(b) where the result determined under paragraph 48(1)(b) is 
less than the result determined under paragraph 
48(1) (a), the result obtained by 


(i) adding the basic protection factor for that year 
determined under section 46 and the national 
productivity factor set forth in section 47, and 


(ii) subtracting from the result obtained in subpara- 


graph (i) the experience adjustment factor for that 
year computed under subsection 48(2). 
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Basic Protection Factor 
46. The basic protection factor for a guideline year commencing 


(a) prior to October 14, 1975, is, where the guideline year 
commences in a month set forth in Column I of Schedule 
A, the basic protection factor set forth in Column II of 
that Schedule; 


(b) in the first program year, is eight per cent; 
(c) in the second program year, is the aggregate of 
(i) six per cent, and 
(ii) the amount, if any, by which the percentage 
increase in the Consumer Price Index during the 
first program year exceeds eight per cent; and 
(d) in the third program year, is the aggregate of 


(i) four per cent, and 


(ii) the amount, if any, by which the percentage 
increase in the Consumer Price Index during the 
second program year exceeds six per cent. 


National Productivity Factor 


47. The national productivity factor for a guideline year is two 
per cent. 


Experience Adjustment Factor 


48.-(1) Subject to subsection (2), the experience adjustment 
factor for a group for a guideline year shall be computed in the 
following manner: 


(a) determine the annual average percentage increase in the 
hourly compensation rate for the group during the 
greater of 


(i) the period of twenty-four months ending on the base 
date of the group, and 


(ii) the period covered by the compensation plan of the 
group that terminates on the base date of the 
group; 


(b) determine the aggregate of 


(i) the average annual percentage rate of increase in 
the Consumer Price Index during the greater of the 
periods referred to in paragraph (a), and 


eee 
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(ii) the national productivity factor; 


(c) where the result determined under paragraph (b) is 
greater than the result determined under paragraph (a), 
the experience adjustment factor for the first guideline 
year for the group is the lesser of 


(i) the percentage obtained by subtracting the result 
determined under paragraph (a) from the result 
determined under paragraph (b), and 


(ii) two per cent; 


(d) where the percentage obtained under subparagraph (c) (i) 
is greater than two, the experience adjustment factor 
for the second guideline year for the group is the 
lesser of 


(i) that percentage, less two per cent, and 
(ii) two per cent; and 


(e) where the percentage obtained under subparagraph (c) (i) 
is greater than four, the experience adjustment factor 
for the third guideline year for the group is the lesser 
of 


(i) that percentage, less four per cent; and 
(ii) two per cent. 


(2) Where the result determined under paragraph (1)(b) is 
less than the result determined under paragraph (1)(a), the 
experience adjustment factor for a guideline year shall be 
computed in the manner described in paragraphs (c) to (e) except 
that the result determined under paragraph (1)(b) shall, in each 
case, be subtracted from the result determined under paragraph 


(1) (a). 


(3) For the purposes of paragraph 48(1)(a), the hourly 
compensation rate for a group for the greater of the periods 
referred to therein shall be determined in the manner described 
in paragraph 50(a), except that the computations referred to in 
paragraph 50(a) shall be made for the greater of the periods 
referred to in paragraph 48(1)(a), and on the basis of the number 
and distribution of employees in the group on the base date. 
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Division 2 


COMPUTATION OF COMPENSATION FOR GROUPS 


Interpretation 


49 CL) inthis = pivsidon, 
"benefit" means a benefit as defined in Schedule B; 


"increment", with respect to a job or position, means the 
difference between the compensation payable for a rate in the 
sacle of rates applicable to the job or position and the next 
higher rate in that scale. 


(2) For the purposes of this Division, the total amount of 
any increment paid by an employer to an employee in a group 
during a guideline year shall be included in the computation of 
the straight time average hourly rate for the group for that year 
unless 


(a) the compensation plan under which the increment is 
payable provides, as a condition of the payment of the 
increment, that it shall only be paid if the employee to 
whom it is payable has improved or added to the skills 
or knowledge required by the employee in the performance 
of the duties of the job or position; and 


(b) the opportunities available to the employee receiving 
the increment for the promotion to another job or 
position are strictly limited by the number of jobs or 
positions with the employer at higher levels. 


Computations 


50. The following provisions apply for the purposes of computing 
the compenstion for a group 


(a) determine the hourly compensation rate for the group for 
a base year by adding 


(i) the straight time average hourly rate for the base 
year computed under section 51; 


(ii) the average hourly benefit rate for that year 
computed under section 52; 


(iii) the average hourly direct incentive rate, if any, 
for that year computed under section 53; and 


(iv) the average hourly indirect incentive rate, if any, 
for that year computed under subsection 60(1); 
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(b) determine the hourly compensation rate for the group for 
a guideline year by adding 


(i) 


(ii) 


(iii) 


(iv) 


the straight time average hourly rate for the 
guideline year computed under section 54; 


the average hourly benefit rate for that year 
computed under section 55; 


the average hourly direct incentive rate, if any, 
for that year computed under section 563 and 


the average hourly indirect incentive rate, if any, 
for that year computed under subsection 60(2); 


(c) calculate the amount, if any, by which the result 
determined under paragraph (b) exceeds the result 
determined under paragraph (a); and 


(d) calculate the annual percentage rate of increase in 
compensation in the guideline year for the group by 


dividing 

(i) the amount determined under paragraph (c) 

by 

(ii) the amount determined under paragraph (a), and 


multiplying the quotient by one hundred. 


Base Straight Time Average Hourly Rate 


51. (1) Subject to subsection (2), the straight time average 
hourly rate for a group for a base year shall be computed in the 
following manner: 


(a) where the wages or salary of any employee in the group 
are not paid on an hourly rate basis, convert that wage 
or salary in effect on the last day of the base year to 
an hourly rate using the normal or standard hours of 
work for the employees in effect on that day; 


(b) multiply the amount of each different straight time 
hourly rate applicable to employees in the group by the 
number of employees in the group paid at each such rate 
on the last day of the base year; 


(c) add the products obtained under paragraph (b) and divide 
the result by the total number of employees in the group 
on the last day of the base year; and 
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(d) add the result obtained under paragraph (c) to the 
hourly rate of the cost of living allowance, if any, 
payable to the employees in the group on the last day of 
the base year, the result being the straight time 
average hourly rate for the base year. 


(2) Where an employer has paid ninety per cent or more of 
the employees in a group at a single hourly rate, the straight 
time average hourly rate for the group is the sum of 


(a) that single hourly rate; and 
(b) the hourly rate of the cost of living allowance, if any, 


payable to the employees in the group on the last day of the base 
year. 


(3) Where the composition of a group on the last day of a 
base year is not representative of the numbers or of the trades 
and occupations of the employees in the group during the base 
year, a composition that is more representative of such numbers 
or trades and occupations during the base year may be used in the 
computations under paragraphs (1)(b) and (c). 


Base Average Hourly Benefit Rate 


52. (1) Subject to subsection (2), the average hourly benefit 
rate for a group for a base year shall be computed in the 
following manner: 


(a) determine the total amount of expenditures by the em- 
ployer during the base year in respect of compensation 
for employees in the group in the form of benefits; and 


(b) divide the amount determined under paragraph (a) by the 
total of the normal or standard hours of work for which 
all the employees in the group were paid during the 
year, the result being the average hourly benefit rate 
for the base year. 


(2) Where an employer contributes a predetermined amount for 
each hour worked by the employees in a group in respect of any 
benefit, the average hourly benefit rate for the group for the 
base year is the sum of 


(a) the total of such contributions for an hour worked on 
the last day of the base year; and 


(b) the total of the expenditures incurred by the employer 
in providing benefits, if any, other than the benefits 
in respect of which a predetermined amount has been 
contributed, divided by the total of the normal or 
standard hours of work for which all the employees in 
the group were paid during the base year. 


47 


8T 


*astideijue uos ap ofqaied 933309 anod sitetotTygugq e8iew ap JUSTO 
-Tjyoa00 oT ted epotigd ojtpe,T juepued estadeaqus uos ap etqjied 
23309 @ sgnoTTe quos tnb seTqtsstupe sznod ses jueT{TdTj[nu ua 
quet}zqo uo,T onb jeqTnsgi eT JUOS ‘oToOTIAe Jusesgad aT oenby{[dde;s 
eTTenbeT e estadesaque uos op aetjaed eT ep sgit} ‘uoT}eAIeSqO,p 
apotigd vsun inod anasstTuinoj un ast[egi onb ,aouergygi Op uoTy 
-eiToTdxa,p saotygugq,, seT *(T) eydeaseied np suty xny (7) 


*sog ig Tduod uotjJeAiesqo,p 

sapotigd seaiqne seat sajnoj anod Jo uot IeArasqo,p 

apotaigd eT anod ‘astadeaqua uos ap atqzied 933909 

ep sgiti SestTegi [tT \nb vsouergzZgI Op uoTIeATOTdxe,p 

sooTjgueq ses op owuos eT essedgp ‘aestideajus uos op 

et aed 23909 op sgITQ ‘sagqIgTdWod UOT JeAIBSqGO,p sapotigd 

soijne set sejnoj anod Yo uotjeAiesqo,p epotigd eT 

anod inesstuinoj un sastTegi onb uot jeqtotdxe,p sgqsnfe1 
sootTygugq set Tenbeay,T aed ‘noatT e A [T\s S$ }uUeQUOW JT (q 


no $(Z) oyder8eied ne qQuewguiojzuod sg {tdwod ‘astadeique 
uos op etqied 9034900 ap s3g1iTq ‘apotagd eT anod ost[egs 
TE nb soueigygi ep uotTjeqToTdxs,p seaotyzgugq ses ossedgp 
Sastadeijqus uos ap atqaied 933309 ap s9itq ‘opotagd eT ~ 
anod anesstuinoj eT estTega enb uotqjeqtotdxe,p sgqsnfer 
sootTygugq set Tenbey,T aed ‘nat~T e AK [T,s ‘ue QUOW np (e 


QAeTQ SUTOW av~—T 4so ‘SaTOTIIe YUesgad aT 
enbt{Tdde,s e,TTenbe, e estideajqus uos op oetjied eT op 917} ‘uot 
—ePAI9Sqo,p epotigd eun anod anasstuinoj un ast{Tegi aonb juaiedde 

$9}}9001 op JIoADAns oT ‘atqaed aquaesgad eT ep sutTy xny (T) ‘ST 


*atgt[Tnotyaed sjtnpoad op su8t{T eT anod 

aoueiIgygI ep eATETITJ_Ugq Ve3IeW Vp QUeTITJJoOOO v~T ied spotagd 

eT anod ergt[notqzaed sqtnpoiad ap su8t{T 23900 e sgno,Te juos tnb 

SeTqrsstupe sjnod ses quet{dtj [nu usa JueTtIqo uo,T enb AeR[Ns_I 

®eT Juos sragt[nNorqazed sqtnpoid ap sustT{T oun ans uoTIeAIesqoO,p 

epotigd oun anod anesstuanoj un sstTega onb ,aouergFgA ep UOT 
-e TOTdxe,p seotTzgugq,, seT ‘(Z) oydea8eaied np sutj xny (¢€) 


(3) The expenditures referred to in paragraphs (1)(a) and 
2(b) shall be computed on the basis that the benefits applicable 
to the employees in the group in effect on the last day of the 
base year were in effect throughout that year. 


Base Average Hourly Direct Incentive Rate 


53. (1) The average hourly direct incentive rate for a group for 
a base year shall be computed in the following manner: 


(a) determine the total amount of the payments made to the 
employees in the group during the base year under all 
direct in continue plans applicable to the employees; 
and 


(b) divide the result determined under paragraph (a) by the 
total of the normal or standard hours worked by all the 
employees in the group during the base year, the result 
being the average hourly direct incentive rate for the 
base year. 


(2) For the purposes of paragraph (1)(a), where an amendment 
to a direct incentive plan results in an increase in the payments 
under the plan, the aggregate of such payments shall be computed 
by applying the provisions of the plan in effect on the last day 
of the base year 


(a) to the units of output of, or the volume or value of 
sales achieved by the employees in the group during the 
base year; and 


(b) to any other variable under the plan that determined the 
amount of the payments to the employees under the plan 
during the base year. 


Guideline Straight Time Average Hourly Rate 


54. (1) Subject to subsection (2), the straight time average 
hourly rate for a group for a guideline year shall be computed in 
the following manner: 


(a) where the wages or salary of any employee in the group 
are not paid on an hourly rate basis, convert that wage 
or salary to an hourly rate using the normal or standard 
hours of work for the employees in the group in effect 
on the last day of the guideline year; 


(b) multiply the amount of each different straight time 
hourly rate in effect on the last day of the guideline 
year that is applicable to employees in the group by the 
number of employees that on the last day of the base 
year were paid at the hourly rate corresponding to each 
such straight time hourly rate; 
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(co) 


(d) 


(e) 


add the products obtained under paragraph (b) and divide 
the result by the total number of employees in the group 


on the last day of the base year; 


calculate the hourly rate of the cost of living allow- 
ance, if any, payable to employees in the group on the 
last day of the guideline year, assuming for the pur- 

poses of such calculation, that the percentage rate of 
increase in the Consumer Price Index for the guideline 
year is equal to the basic protection factor for that 

year; 


determine the total amount of the increments, if any, 
paid to employees in the group in the guideline year and 
subtract from that amount the difference by which 


(i) the total of the wages and salaries paid in the 
year to the employees who ceased to be members of 
the group during the year 


exceeds 


(f) 


(g) 


(h) 


(2) 


(a) 


(b) 


(ii) the total of the wages and salaries paid in 
the year to the employees who became members of the 
group during the year; 


divide the result obtained under paragraph (e) by the 
total of the normal or standard hours of work for which 
all the employees in the group were paid during the base 
year; 


divide the total of such of the payments referred to in 
Schedule C as are made by the employer in the guideline 
year by the total of the normal or standard hours of 
work for which all the employees in the group were paid 
during the base year; and 


add the results determined under paragraph (c), (d) 
and (f) and subtract from the sum obtained, the amount 
determined under paragraph (g), the result being the 
straight time average hourly rate for the guideline 
year. 


Where an employer pays ninety per cent or more of the 
employees in a group at a single hourly rate, the 
straight time average hourly rate for the group shall be 
computed as follows: 


add the amount of the single hourly rate payable on the 
last day of the guideline year to the hourly rate of the 
cost of living allowance computed in accordance with 
paragraph (1) (d)3 


divide the total of such of the payments referred to in 
Schedule C as are made by the employer in the guideline 
year by the total of the normal or standard hours of 
work for which all the employees in the group were paid 
during the base year and 
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(c) 


subtract from the result obtained under paragraph (a), 
the sum determined under paragraph (b), the result being 
the straight time average hourly rate for the guideline 
year. 


Guideline Average Hourly Benefit Rate 


Doel) 


Subject to subsection (2), the average hourly benefit 


rate for a group for a guideline year shall be computed in the 
following manner: 


(a) 


(b) 


(2) 


(a) 


(b) 


determine the amount of expenditures incurred by the 
employer during the year in respect of compenstion for 
employees in the group in the form of benefits by 
applying the benefit provisions in effect on the last 
day of the guideline year to the benefit usage exper- 
ienced in the base year and including in such deter- 


mination the expenditures incurred as the result of the 


benefits arising from increases during the year in the 
straight time average hourly rate; and 


divide the result obtained under paragraph (a) by the 
total of the normal or standard hours of work for which 
all employees in the group were paid during the base 
year, the result being the average hourly benefit rate 
for the guideline year. 


Where in any guideline year an employer contributes a 
predetermined amount for each hour worked by the 
employees in a group in respect of any benefits, the 
average hourly benefit rate for the group for that 
guideline year is the sum of 


the total of such contributions for an hour worked on 
the last day of the guideline year; and 


the total of the expenditures incurred by the employer 
in providing benefits, if any, (other than the benefits 
in respect of which a predetermined amount has been 
contributed) divided by the total of the normal or 
standard hours of work for which all the employees in 
the group were paid during the base year. 


Guideline Average Hourly Direct Incentive Rate 


56. (1) 


The average hourly direct incentive rate for a group for 


a guideline year is the same as the average hourly direct 
incentive rate computed for the base year under section 53, where 
no amendment is made to any direct incentive plan applicable to 
the employees in the group on the last day of the base year, to 
affect the payments thereunder during the guideline year. 


(2) 


Where any direct incentive plan applicable to the 


employees in a group on the last day of the base year is amended 
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to affect the payments thereunder during the guideline year, the 
average hourly direct incentive rate for the group for that 
guideline year shall be computed as follows: 


(a) 


(b) 


determine the aggregate of the payments made under the 
plan during the guideline year by applying the pro- 
visions of the plan in effect on the last day of that 
year 


(i) to the units of output of, or the volume or value 
of sales achieved by the employees in the group 
during the base year, and 


(ii) to any other variable under the plan that deter- 
mined the amount of the payments to the employees 
under the plan during the base year; and 


divide the result determined under paragraph (a) by the 
total of the normal or standard hours of work for which 


all the employees in the group were paid during the base 


year. 


aR 


eile 


es tTnb uotjeAIesqo,p epotigd orgtweid eT op utTz eT e,nbsnf astad 
-31jue uos op otjied 9333909 op pie39,;T e& 9 UoTIIeS eT e& TIQelnsSse 
qso AnosstTuainoj o{[ ‘feseq op epotagd es ap sainod ne aneqjnqtTjaqstp 

un,;p eTQr eT gnof sed e,u tnb inasstuainoj un,p estadeizque)T 


ep otjaed oun e onbt{dde,s CGT eT2TIAe,T eNnbsi07 


‘aseq op spotigd es 939 ATeAe UOoTIeAIeSqO,p spotiagd 
e3900 Ts ne ATeine [1T,nb s8equeoinod o{T 319g 94NndgI 

*(Z) 8 oydea8eied np sArTasgI snos ‘}se |BdUeIgT_I OP 
a}JoU <AITeTOTJgUgq View op o8equedinod uos je ‘sqtnpoad 
ep ousTT eT ATUAnoZ e vouSswWOd TT,nb sgade sanofl ZegT 

ap snqtd sutwie} vs tnb uot}eAIasqo,p spotaigd sigtweid 

eT op utz eT e,nbsnf sqtnpoad ap aus3t{T 293909 op pies9\T 
®@ 9 uoTjoVs eT & Taqefnsse Ysa TT ‘uoT}eAIeSqo,p epotagd 
BT 8p sainood ne sjtnpoid op sust{T eT e sqNnoOd sop AsnoTTe 
qnoed [rt jo sed Juanbrtdde,;s ou (q qo (e& segQUTTe seT TS 


no feTqetTques sjtInpoad ap sust{T eT anod 

aoUueTgJ_I ep 9z}OU SATeETOTJQUgq e2i1eW ep s8eqUeDINOd 

2T 32 szInpoid ep sau8T{T xnap set eAjUe saoUeIgzJTp 

xne pie3g9 no o[qeuuosteir e3equeoinod un 9139 94ndg1i Jsa 
sqtnpoiad op sust{T eT anod soueagygI op a}}0U SATeTOTS 
-gu9q o8iew ap asequeoinod uos Jo /{T eT oTI1e);T ep nqzIAS8A 
ud etatT[noTqzied sqtnpoad op su3tT eun ewwod sqtnpoad ap 
eusTT eTTeAnou eT toezTeII AFOP TE *(O (T) OT BQUTTRIT oP 
SUT} xne sjnod sop AsNoTTe ynoed Tr eTTenbeyT e eTGeTques 
sjInpoid ap sust{T sun ‘aseq ap aspotigd e[ ap sanood 

ne *‘TuANOZ JUsWeATIOeTJO e [TT f‘estadeajue vos ep etjiaed 
93309 suep ‘Ts jo sed onbt{dde,s ou (e eQuT{,e;T[ TS 


SeTqeTques 4rnpoad ne setqeo 

-t[dde saijjtyo sap uorqou0Z us ‘sjztnpoad ap sustt 

BT anod ‘a oue1gygI op 9}}0U SATETOTJ_;Ugq eS1eU ap 

asequaoinod uos aatTtdwod qo /{T eToTAAe,T ep nzA|A 

ud esigt[notqzaied sqtnpoad op su3T~T sun owwod eq TeIR 

sol ‘eTqeTques 4tnpoad ne ,nb sqtnpoad op sustt 
@eTTeaAnou eT e Ue} YNOD uUNoONe ASNOTTe ynod ou [tT;s (TT) 


qo ‘sq}Inpoad ap susTT oun 9399 JTeAe oT qe, ques 
qTnpoid aT Is eTqeTques Atnpoad eT anod sousIAgF_QI 
ep 93}0U SITeTOTJ_Ugq VsBAeW ap sB8eqUZODANOd UOoOS 999 
3Teine fTnb o8equedinod of Jo f‘aTqetTques 4tnpoad at 
qe ‘sqtnpoid ap asust[ eTTeANou eT V<ijUo sadUeIgFJFJIP 
xne piesg no o—TqeuuostTea o8equeoinod un 3139 
gandg1 3se sqtnpoid op sust{T 323309 anod asuer9z91 
ep e3}JeU SITeTOTJ_Ugq BssieW ap sS3ejuUsoAnod uos 
29 /T AT9TWIe\T Sp NzAeA Vs sAgT[NoOTAAed sy rnpoad 
ep eusT[ oun suwod sqzInpoid ep sus8T{T eTTeanou eT 
Je qteiaqy fetTqe[Tques jrtnpoiad ne,nb sqtnpoid ap susttT 
OTTeAnou eT e& que sjNod sop JenoT{Te ynod [t,s (7) 


“JTOp TF *(q 

(T) OT B39UTTe,;T ep suTy xne sqnod sep AsnoT[e ynod Tt 
Tenbne eTqetTques Aytnpoid un ‘oseq op aepotaigd eT ap sanood 
ne *‘Tuinoj e [Tt ‘estadeijue uos sp otjied 33300 suep ‘Ts 


a ag 


(0 


(q 


(e 


Division 3 


Indirect Incentive Plan 


Interpretation 


D/ en Cl) eeinesc hace Dives ton 
"base incentive period", with respect to a guideline year, means 


(a) the last five completed fiscal years of an employer 
prior to the first day of the guideline year, or 


(b) where an indirect incentive plan has not been in effect 
for five completed fiscal years prior to the first day 
of the guideline year, the period immediately preceding 
the guideline year during which the plan was in effect; 


“indirect incentive plan" means a plan under which the compen- 
sation of an employee under the plan 


(a) is determined by reference to the performance or 
profitability of the employer, 


(b) is determined by reference to the performance of, or the 
job or position held by, an employee, or 


(c) is, in whole or in part, in the form of shares or of an 
option or a right to acquire shares, 


and, includes a profit sharing plan, bonus plan, performance 
award plan, employer-assisted stock purchase plan, stock option 
plan, phantom stock plan, stock appreciation plan, and an 
arrangement under which payments are contingent on the achieve- 
ment of predetermined objectives, but does not include a deferred 
profit sharing plan as defined in subsection 147(1) of the Income 
Tax Act3 


"market value", with respect to a share acquired or assumed to 
have been acquired by an employee under an indirect incentive 
plan, means the market value of that share on the day it was 
acquired or assumed to have been acquired by the employee; 


"Share" means a share of the capital stock of a corporation. 


58. (1) For the purposes of this Division, compensation does not 
include any compensation received by an employee in a guideline 
year from the exercise of an option in that year, under an in- 
direct incentive plan, to acquire shares that he became entitled 
to acquire prior to October 14, 1975. 


(2) For the purposes of this Division, where under an 
indirect incentive plan an employee acquires shares in a guide- 
line year at no cost to the employee, or at a price that is less 
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than the market value of the shares, the amount that is to be 
included in the compensation of the employee in that guideline 
year in respect of such shares is 


(a) where the shares were acquired at no cost to the 
employee, the market value of the shares acquired; or 


(b) where the shares were acquired at a price less than the 
market value, the difference between the market value 
and that price 


multiplied by the number of shares acquired. 


(3) For the purposes of this Division, where an employee 
becomes entitled to acquire shares under an indirect incentive 
plan, the employee shall be deemed to have acquired the shares on 
the day he became entitled to acquire such shares. 


59. Where an indirect incentive plan provides for the acquisi- 
tion of shares by an employee or where such a plan provides that 
an employee is assumed to have acquired shares, the ratio of 


(a) the market value of the shares an employee may acquire 
or may be assumed to acquire in any guideline year 


to 


(b) the wages or salary paid to the employee in that 
guideline year 


shall not exceed the ratio of 


(c) the market value of the shares acquired or assumed to 
have been acquired by the employee in the most recent 
year preceding the guideline year in which the employee 
acquired or was assumed to have acquired shares 


to 


(d) the wages or salary paid to the employee in that year. 


Average Hourly Indirect Incentive Rate 


60. (1) For the purposes of paragraph 50(a), the average hourly 
indirect incentive rate for a group for a base year shall be 
computed in the following manner: 


(a) determine the total of the amounts paid to, and the 
value of the compensation received by the employees in 
the group under all indirect incentive plans during the 
base incentive period; and 


(b) divide the amount determined under paragraph (a) by the 
total of the normal or standard hours of work for which 
all the employees in the group were paid during the base 
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(2) 


(a) 


(b) 


incentive period, the result being the average hourly 
indirect incentive rate for the base year. 


For the purposes of paragraph 50(b), the average hourly 
indirect incentive rate for a group for a guideline year 
shall be computed in the following manner: 


determine the total of the amounts paid to, and the 
value of the compensation received by the employees in 
the group under all indirect incentive plans during the 
guideline year; and 


divide the amount determined under paragraph (a) by the 
total of the normal or standard hours of work for which 
all the employees in the group were paid during the base 
year, the result being the average hourly indirect 
incentive rate for the guideline year. 
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Division 4 


General Guidelines 


61. Where in a base year an employer reimbursed the employees in 
a group, in whole or in part, for transportation, clothing, 
mileage, living or other similar expenses incurred by the 
employees in the performance of their duties, the employer shall 
not in the guideline year immediately following the base year 
increase the rates of the allowances paid in respect of such 
expenses during the base year by an amount that results in an 
annual percentage increase in excess of 


(a) the basic protection factor for the guideline year; or 


(b) the actual annual percentage increase in the expenses 
incurred by the employee in that year, 


whichever is the greater 
62. (1) For the purposes of subsection (2) and section 63, 
“perquisite"” means any emolument of a job or position not 
normally considered to form part of the compensation related to 
that job or position and includes 

(a) the use of an automobile; 

(b) amembership in a recreation or other club; 

(c) residential accommodation assistance; 

(d) an interest free or low interest loan; 

(e) a travel pass; 

(f) a discount on the purchase of merchandise; or 


(g) a gift or a seasonal bonus, or other gift. 


(2) An employer shall not on and after October 14, 1975, in 
respect of a job or position 


(a) provide any perquisite that was not provided before that 
date; or 


(b) continue to provide a perquisite, except on the basis of 
the same policies and practices that related to the 
determination of, the eligibility for, and the quality 
or value of such perquisite on or before that date. 


63. The total expenditures incurred by an employer in a guideline 
year to hold, or have employees attend training sessions, sales 
meetings or conventions shall not exceed the total of such 
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expenditures incurred in the base year by an amount that results 
in a percentage rate of increase in excess of the basic 
protection factor for that guideline year. 


64. An employer shall not in any guideline year change the 
evaluation or classification of more jobs or positions than were 
changed by the employer in the base year, unless the changes are 
made as the result of a revision of an existing plan, or the 
implementation of a new plan relating to the evaluation or 
classification of jobs or positions. 


65. Where a new group of employees is established on or after 
October 14, 1975, the rate of compensation payable in respect of 
the jobs or positions of the employees in the group shall not 
exceed the rates of compensation prevailing for similar jobs or 
positions in the labour market from which employees are normally 
recruited for such jobs or positions. 


66. An employer shall not increase the compensation of an 
employee in respect of whom a compensation plan in effect on 
October 14, 1975 is applicable, except in accordance with a 
provision that formed part of that compensation plan on that 
date. 


67. Where the wages or salary payable in respect of a job or 
position are determined by reference to a scale of rates 
applicable to that position, the wages or salary payable in 
respect of each rate in the scale shall not in any guideline year 
be increased by an amount in excess of twenty-four hundred 
dollars. 
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Column I Column IT Column I Column II 

Guideline Year Basic Protection Guideline Year Basic Protection 

Commencing 37 ‘Factor Commencing cheek lai. RACE ia 

(4) (%) 

January 1974 ern: January 1975 95 
February 1974 Mil este32 February 1975 9.83 
March 1974 Wil, 28) March 1975 9FI6 
April 1974 11.04 April 1975 10.09 
May 1974 10.13 May 1975 9.90 
June 1974 10232 June 1975 9.00 
July 1974 11.04 July 1975 Bio ZAll 
August 1974 11.09 August 1975 8.00 
September 1974 10.63 September 1975 829 
October 1974 10.61 October 1975 8.00 
November 1974 OR US November 1975 8.00 
December 1974 Nei He December 1975 8.00 
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Schedule B 


For the purpose of section 49, "benefit" means 


(a) pay for time not worked, including pay for vacations, 
statutory and other holidays, sick leave, travel time, 
cleanup time, rest periods and personal leave; 


(b) premium pay, including overtime premiums, shift 
differentials, call-back pay, stand-by pay and premiums 
for work performed under hazardous or unpleasant 
conditions; 


(c) a payment made by an employer in respect of 
contributions payable by an employee under a provincial 
hospital and medical insurance plan, a private health 
insurance plan, a sickness indemnity plan, a term 
disability plan and a group life insurance plan; 


(d) a payment by the employer to the employee in lieu of a 
payment or contribution under any of the plans referred 
to in paragraph (c)3 


(e) a benefit under a supplementary unemployment benefit 
plan or other income maintenance plan; 


(f) a benefit under a superannuation, pension or other 
retirement benefit plan, including a deferred profit 
sharing plan as defined in subsection 147(1) of the 
Income Tax Act; and 


(g) any other payment generally classified as a benefit; 
but for greater certainty, "benefit" does not include 


(h) wages and salaries; 
(i) cost of living allowances; 
(j) payments under a direct or indirect incentive plan; 


(k) contributions made by an employer under the Canada 


Pension Plan, Quebec Pension Plan, the Unemployment 


Insurance Act and Workmen's compensation legislation; 


(1) special payments made under a superannuation, pension 
fund or plan for the purpose of 


(i) liquidating an experience deficiency, as defined in 
paragraph (2)(e) of the Pension Benefits Standards 


Regulations, 
(ii) liquidating an initial unfunded liability, as 
defined in paragraph (1)(g) of the Pension Benefits 


Standards Regulations, incurred prior to October 14, 
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by 


increasing the accrued pension benefits under a 
plan up to a level that is not in excess of the 
present value of what the accrued pension benefits 
would be under the plan if they were computed by 
multiplying 


(A) the number of years of pensionable service of 
an employee, not exceeding thirty-five, 
divided by fifty, 


(B) the average annual wages or salary of the 
employee during any period of six consecutive 
years during which the employee received his 
highest wages or salary; 


(m) payments by an employer 


(i) 


(ii) 


(iii) 


(iv) 


(v) 


(vi) 


(vii) 


(viii) 


in respect of measures taken to reduce the adverse 
effects of technlogical change on employees, 
including training and relocation costs and 
redundancy payments, 


to implement procedures and techniques to reduce 
the risk of injury to, and to safeguard the health 
of, employees while at work, including the 
provision of safety equipment, 


under an employee suggestion and safety award plan, 
under an employee education assistance plan, 


to maintain benefits under an employee benefit plan 
in a guideline year at the level of benefits 
available during the base year under the plan where 
the plan has not been amended to increase the level 
of benefits, 


to employees in a group on final termination of 
employment, 


to comply with changes in applicable labour 
standards legislation other than changes reducing 
standard hours of work of increasing minimum wages, 


to eliminate differences in benefits based on the 
sex, marital status or age of employees; and 


(n) payments by an employer in respect of benefits that are 
not readily amenable to monetary valuation, including 
the provision of physical facilities for recreation or 
credit union operations, and for the serving of food. 
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Schedule C 


(Section 54) 


(a) 


(b) 


(c) 


(d) 


(e) 


payments in respect of an increase in the compensation 
for a job or position where, 


(i) for a period of three months or more, the job has 
been vacant, or a vacancy rate of at least twenty 
per cent has been experienced in respect of the 
positions, 


(ii) intensive efforts have been made by the employer to 


fill the job or positions, and 
(iii) there is a reasonable expectation that qualified 
employees can be recruited and retained at the 


higher salaries or wages; 


payments in respect of the compensation of an employee 


during a period in which the employee undergoes training 


to assist in adapting to technological change including 
any payment to maintain the salary or wage of an 
employee assigned to a lower paid job as a result of 
technological change; 


payments in respect of an increase in compensation made 
in recognition of savings in costs realized by an 
employer as a result of agreements to reduce or 
eliminate restrictive work practices; 


payments in respect of an increase in the compensation 
of an employee that results from the elimination of 
differences in compensation based on the sex of 
employees; and 


payments in respect of compensation in the form of an 


increase in the wages of an employee who participates in 


an apprenticeship training program that is of specified 
duration, and for which training standards are 
established and which leads to certification of the 
competence of the participants. 
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ANTI-INFLATION ACT 


Anti-Inflation Guidelines, amendment 


P.C. 1977-2914 13 October, 1977 


His Excellency the Governor General in Council, on the 
recommendation of the Minister of Finance, pursuant to sub- 
section 3(2) of the Anti-Inflation Act, is pleased hereby to 
amend the Anti-Inflation Guidelines made by Order in Coun- 
cil P.C. 1975-2926 of 16th December, 1975', as amended?, in 


accordance with the schedule hereto. 


SCHEDULE 


1. Section 32 of the Anti-Inflation Guidelines is revoked 


and the following substituted therefor: 


“32. For the purposes of this Part, 
“dividend factor” means 
(a) for the first compliance period, 100%, 
(b) for the second compliance period, 108%, and 
(c) for the third compliance period, 108%; 


“first compliance period” means the twelve months ending 


October 13, 1976; 


“second compliance period” means the twelve months 


ending October 13, 1977; 


“third compliance period” means the twelve months ending 


October 13, 1978.” 


2. Section 33 of the said Guidelines is amended by adding 


thereto the following subsection: 


“(5) Notwithstanding subsection (1), a corporation may, 
during the third compliance period, declare and pay devi- 
dends on all classes of its shares that in total do not exceed 
25% of its earnings computed in accordance with generally 


accepted accounting principles 


(a) where its first fiscal year ended after October 13, 


1977, for its first fiscal year; or 
(b) in any other case, 


(i) for its last fiscal year that ended prior to October 


14, 1977, 


(ii) for its last fiscal year that ended prior to October 


14, 1976, or 


(iii) for its last fiscal year that ended prior to October 


14, 1975 
as the corporation may choose.” 


3. Section 34 of the said Guidelines is amended by adding 


thereto the following subsection: 
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Sur avis conforme du ministre des Fitances et en vertu du 
paragraphe 3(2) de la Loi anti-inflation, il plait 4 Son Excel- 
lence le Gouverneur général en conseil de modifier, conformé- 
ment 4 l’annexe ci-aprés, le Réglement prescrivant les indica- 
teurs en vertu de la Loi anti-inflation établi par le décret C.P. 
1975-2926 du 16 décembre 1975', dans sa forme modifiée?. 


ANNEXE 


1. L’article 32 des Indicateurs anti-inflation est ainsi 
remplacé: 
«32. Aux fins de la présente partie, 
«ceefficient dividende» désigne, 
a) pour la premiére période d’observation, 100%, 
b) pour la deuxiéme période d’observation, 108% et, 
c) pour la troisiéme période d’observation, 108%, 
«premiére période d’observation» désigne la période de douze 
mois qui finit le 13 octobre 1976, 
«deuxiéme période d’observation» désigne la période de 
douze mois qui finit le 13 octobre 1977, 
«troisiéme période d’observation» désigne la période de 
douze mois qui finit le 13 octobre 1978.» 


2. A article 33 est ajouté: 


«(5) Nonobstant le paragraphe (1), une corporation peut, 
au cours de la troisiéme période d’observation, déclarer et 
payer, sur toutes les catégories de ses actions, des dividendes 
qui, au total, ne dépassent pas 25% de ses gains calculés 
conformément aux régles comptables généralement admises 

a) lorsque son premier exercice financier a pris fin aprés 

le 13 octobre 1977, pour son premier exercice financier, 

ou, 
b) dans tout autre cas, soit 
(i) pour son dernier exercice financier qui a pris fin 
avant le 14 octobre 1977, 
(ii) pour son dernier exercice financier qui a pris fin 
avant le 14 octobre 1976 ou 
(iii) pour son dernier exercice financier qui a pris fin 
avant le 14 octobre 1975, 

selon celui que la corporation choisit.» 


3. A article 34 est ajouté: 
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«(5) Nonobstant le paragraphe (1), une nouvelle corpora- 
tion peut, pendant la troisiéme période d’observation, décla- 
rer et payer des dividendes qui, au total, ne dépassent pas le 
montant de l’excédent 


“(5) Notwithstanding subsection (1), a new corporation 
may, during the third compliance period, declare and pay 
dividends that in total do not exceed the amount by which 
the greatest of 


(a) 25% of the earnings of the predecessor corporations 
for their last fiscal years ending prior to October 14, 
1975, computed in accordance with generally accepted 
accounting principles, 
(6) 25% of the earnings, computed in accordance with 
generally accepted accounting principles, during the fiscal 
years, if any, ended after October 13, 1975 and before 
October 14, 1976, of either 

(i) the predecessor corporations, or 

(ii) the new corporation 
and 
(c) 25% of the earnings, computed in accordance with 
generally accepted accounting principles, during the fiscal 
years, if any, ended after October 13, 1976 and before 
October 14, 1977, of either 

(i) the predecessor corporations, or 

(ii) the new corporations 

exceeds 

(d) the sum of the dividends declared and paid by th 
predecessor corporations after October 13, 1977.” 


a) de 25% des gains des corporations remplacées pour leur 
dernier exercice financier a prendre fin avant le 14 octo- 
bre 1975, calculés conformément aux régles comptables 
généralement admises, 
b) de 25% des gains, calculés conformément aux régles 
comptables généralement admises, pendant les exercices 
financiers, s’il y a lieu, qui ont pris fin aprés le 13 octobre 
1975 et avant le 14 octobre 1976, soit 

(i) des corporations remplacées ou 

(ii) de la nouvelle corporation 
ou 
c) de 25% des gains, calculés conformément aux régles 
comptables généralement admises, pendant les exercices 
financiers, s'il y a lieu, qui ont pris fin aprés le 13 octobre 
1976 et avant le 14 octobre 1977, soit 

(i) des corporations remplacées ou 

(ii) de la nouvelle corporation 


sur 


d) le total des dividendes déclarés et payés par les corpo- 
rations remplacées aprés le 13 octobre 1977.» 


QUEEN’S PRINTER FOR CANADA, OTTAWA, 1977 
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Registration 
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ANTI-INFLATION ACT 


Anti-Inflation Guidelines, amendment 


P.C. 1977-2999 20 October, 1977 


His Excellency the Governor General in Council, on the 
recommendation of the Minister of Finance, pursuant to sub- 
section 3(2) of the Anti-Inflation Act, is pleased hereby to 
amend the Anti-Inflation Guidelines made by Order in Coun- 
cil P.C. 1975-2926 of 16th December, 1975', as amended?, in 
accordance with the schedule hereto. 


SCHEDULE 


1. Clause 29(7)(c)(i)(B) of the Anti-Inflation Guidelines is 
revoked and the following substituted therefor: 

“(B) the product obtained when the base period income per 

practitioner is multiplied by 6%, and” 


2. The said Guidelines are further amended by adding 
thereto, immediately after section 31 thereof, the following 
section: 

“31.1 This Part does not apply to compliance periods 

commencing on or after April 14, 1978.” 

3. Paragraph (c) of the definition “dividend factor” in 
section 32 of the said Guidelines is revoked and the following 
substituted therefor: 

“(c) for the third compliance period, 106% of the percentage 

set out in paragraph (b);” 


4. Section 45 of the said Guidelines is revoked and the 
following substituted therefor: 


“45. The permissible percentage rate of increase in com- 
pensation for a group for any guideline year 
(a) commencing in the first program year or second 
program year is 
(i) where the result determined under paragraph 
48(1)(6) is greater than the result determined under 
paragraph 48(1)(qa), the sum of 
(A) the basic protection factor for that year deter- 
mined under section 46, 
(B) the national productivity factor set forth in sec- 
tion 47, and 
(C) the experience adjustment factor for that year 
computed under subsection 48(1), or 
(ii) where the result determined under paragraph 
48(1)(b) is less than the result determined under para- 
graph 48(1)(a), the result obtained by 
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C.P. 1977-2999 20 octobre 1977 


Sur avis conforme du ministre des Finances et en vertu du 
paragraphe 3(2) de la Loi anti-inflation, il plait Aa Son Excel- 
lence le Gouverneur général en conseil de modifier, conformé- 
ment a l’annexe ci-aprés, le Réglement prescrivant les indica- 
teurs en vertu de la Loi anti-inflation établi par le décret C.P. 
1975-2926 du 16 décembre 1975', dans sa forme modifiée?. 


ANNEXE 


1. La disposition 29(7)c)(i)(B) des /ndicateurs anti-infla- 
tion est ainsi remplacée: 

«(B) du produit de la multiplication du revenu de la période 

de base par professionnel en exercice par 6%, et» 


2. Aux Indicateurs anti-inflation est ajouté: 


«31.1 Cette partie ne s’applique pas aux périodes d’obser- 
vation commengant le ou aprés le 14 avril 1978.» 
3. L’alinéa c) de la définition de «coefficient dividende», a 
article 32, est ainsi remplacé: 
«c) pour la troisiéme période d’observation, 106% du pour- 
centage visé a l’alinéa b);» 


4. L/article 45 est ainsi remplacé: 


«45. Le pourcentage admissible d’augmentation du taux 
de la rémunération d’un groupe pour une année donnée 
d’application des indicateurs est, 

a) dans la premiére ou la deuxiéme année du programme, 
(i) lorsque le résultat obtenu a l’alinéa 48(1)5) est 
supérieur a celui obtenu a I’alinéa 48(1)a), la somme 

(A) du coefficient de protection de base applicable a 
cette année et déterminé selon I’article 46, 
(B) du coefficient de productivité nationale indiqué 4 
Particle 47 et 
(C) du coefficient de rajustement en raison de prati- 
ques salariales antérieures calculées selon le paragra- 
phe 48(1) ou, 
(ii) lorsque le résultat obtenu a l’alinéa 48(1)bd) est 
inférieur 4 celui obtenu 4 l’alinéa 48(1)a), le résultat 
auquel on arrive 
(A) en additionnant le coefficient de protection de 
base applicable a cette année et déterminé selon 
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(A) adding the basic protection factor for that year 
determined under section 46 and the national produc- 
tivity factor set forth in section 47, and 
(B) subtracting from the result obtained in subpara- 
graph (i) the experience adjustment factor for that 
year computed under subsection 48(2); and 
(6) commencing in the third program year is, 
(i) where the result determined under paragraph 
48(1)(6) is greater than the result determined under 
paragraph 48(1)(a), the sum of 
(A) six per cent, and 
(B) the experience adjustment factor for that year 
computed under subsection 48(1), or 
(ii) where the result determined under paragraph 
48(1)(b) is less than the result determined under para- 
graph 48(1)(a), the result obtained by subtracting from 
six per cent the experience adjustment factor for that 
year computed under subsection 48(2).” 


5. Paragraph 46(d) of the said Guidelines is revoked. 


6. The said Guidelines are further amended by adding 
thereto, immediately after section 67.1 thereof, the following 
section: 


“67.2 This Part does not apply to guideline years com- 
mencing on or after April 14, 1978.” 


Particle 46, et le coefficient de productivité nationale 
indiqué a l’article 47 et 
(B) en soustrayant du résultat obtenu au sous-alinéa 
(i) le coefficient de rajustement en raison de prati- 
ques salariales antérieures, applicable a cette année 
et calculé selon le paragraphe 48(2) et 
b) dans la troisiéme année du programme est, 
(i) lorsque le résultat obtenu a l’alinéa 48(1)5) est 
supérieur a celui obtenu a l’alinéa 48(1)a), la somme 
(A) de six pour cent et 
(B) du coefficient de rajustement en raison de prati- 
ques salariales antérieures, applicable 4 cette année 
et calculé selon le paragraphe 48(1) ou, 
(ii) lorsque le résultat obtenu a l’alinéa 48(1)b) est 
inférieur a celui obtenu 4 |’alinéa 48(1)a), le résultat 
obtenu en soustrayant de six pour cent, le coefficient de 
rajustement en raison de pratiques salariales antérieu- 
res, applicable a cette année et calculé selon le paragra- 
phe 48(2).» 


5. L’alinéa 46d) est abrogé. 


6. Aux Indicateurs anti-inflation est ajouté: 


«67.2 Cette partie ne s’applique pas aux années d’applica- 
tion des indicateurs commengant le ou aprés le 14 avril 
1978.» 


QUEEN’S PRINTER FOR CANADA, OTTAWA, 1977 
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ANTI-INFLATION ACT 


Anti-Inflation Guidelines, amendment 


P.C. 1977-3503 15 December, 1977 


His Excellency the Governor General in Council, on the 
recommendation of the Minister of Finance, pursuant to sub- 
section 3(2) of the Anti-Inflation Act, is pleased hereby to 
amend the Anti-Inflation Guidelines made by Order in Coun- 
cil P.C. 1975-2926 of 16th December, 1975', as amended?, in 
accordance with the schedule hereto. 


SCHEDULE 


1. (1) The definition “compliance period” in subsection 
25(2) of the Anti-Inflation Guidelines is revoked and the 
following substituted therefor: 

“ “compliance period”’, in respect of 

(a) a firm the base period of which is determined under 
paragraph (a) of the definition “base period”, means its 
fiscal period that includes October 14, 1975, and, sub- 
ject to paragraph (d), each fiscal period thereafter of 
the firm, 
(6) a firm the base period of which is determined under 
paragraph (6) of the definition “base period”, means its 
fiscal period immediately following its base period and, 
subject to paragraph (d), each fiscal period thereafter 
of the firm, 
(c) a firm referred to in section 31, means its first fiscal 
period or its fiscal period that includes October 14, 
1975, whichever is later, and, subject to paragraph (d), 
each fiscal period thereafter of the firm, and 
(d) a firm for which a compliance period determined 
under paragraph (a), (6) or (c) is a fiscal period 
commencing on or after January 2, 1978 means the 
portion of that fiscal period ending December 31, 1978 
or the complete fiscal period, whichever ends first; 
(période d’observation)” 


(2) The definition “second program year” in subsection 
25(2) of the said Guidelines is revoked. 


2. (1) Subsection 29(6) of the said Guidelines is revoked and 
the following substituted therefor: 
“(6) Where 
(a) a fiscal period or a compliance period contains less 
than 365 days, the practitioner number and the adjusted 
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C.P. 1977-3503 15 décembre 1977 


Sur avis conforme du ministre des Finances et en vertu du 
paragraphe 3(2) de la Loi anti-inflation, il plait 4 Son Excel- 


lence le Gouver énéral en conseil de modifier, conformé- 
ke cl-apre 


Ne, Xn, ae roa 
iN; (@) Ladéfititian de.«période d’observation» au paragra- 
phe 25(2) des icatetirs anti-inflation est ainsi remplacée: 
« «période d’observation», a l’égard 
a) d'une firme dont la période de base est déterminée 
en vertu de l’alinéa a) de la définition de «période de 
base», désigne celui de ses exercices financiers qui 
comprend le 14 octobre 1975, ainsi que, par la suite, 
sous réserve de l’alinéa d), chacun des exercises finan- 
ciers de cette méme firme, 
b) d’une firme dont la période de base est déterminée 
en vertu de l’alinéa 5) de la définition de «période de 
base», désigne le premier de ses exercices financiers qui 
suit sa période de base, ainsi que, par la suite, sous 
réserve de l’alinéa d), chacun des exercices financiers 
de cette méme firme, 
c) dune firme visée a l’article 31, désigne soit son 
premier exercice financier, soit celui des ses exercices 
financiers qui comprend le 14 octobre 1975, selon celui 
de ces exercises qui survient le dernier, ainsi que, par la 
suite, sous réserve de l’alinéa d), chacun des exercices 
financiers de cette méme firme, et 
d) dune firme dont la période d’observation déterminée 
en vertu de I’alinéa a), b) ou c) est un exercice financier 
commengant le ou aprés le 2 janvier 1978, désigne la 
partie de cet exercice financier se terminant le 31 
décembre 1978 ou Il’exercice financier complet, selon 
l’exercice qui se termine le premier; 
(compliance period)» 
(2) La définition de «deuxiéme année du programme» au 
paragraphe 25(2) est abrogée. 
2. (1) Le paragraphe 29(6) est ainsi remplacé: 
«(6) Lorsque 
a) un exercice financier ou une période d’observation 


comporte moins de 365 jours, le nombre des profession- 
nels en exercice et le nombre rajusté des professionnels en 
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2 DORS/77-870, Gazette du Canada Partie II, Vol. 111, n° 21, 9 novembre 1977 


1 


11/1/78 Canada Gazette Part II, Vol. 112, No. 1 


Gazette du Canada Partie II, Vol. 112, N° 1 SOR/DORS/78-6 


practitioner number determined pursuant to subsection 
(5) shall be reduced proportionately; and 

(b) an individual is a practitioner for less than the full 
fiscal period or the full compliance period, he shall, for 
the purposes of subsection (5), be counted as a fraction of 
a practitioner equal to the number of months during 
which he was a practitioner, divided by the number of 
months in the fiscal period or the compliance period, as 
the case may be.” 


(2) Subparagraph 29(7)(c)(i) of the said Guidelines is 


revoked and the following substituted therefor: 


“(i) the least of 
(A) $2,400, 
(B) the product obtained when the base period income per 
practitioner is multiplied by 6%, and 
(C) the excess of the compliance period income per 
practitioner over the target operating profit per practi- 
tioner in respect of the compliance period that ended after 
October 13, 1976 and before October 14, 1977, and” 


(3) Subsection 29(7) of the said Guidelines is further 


exercice, déterminés en vertu du paragraphe (5), doivent 
étre réduits proportionnellement et 

b) un particulier est un professionnel en exercice au cours 
d’une période qui est moindre que la totalité d’un exercice 
financier ou d’une période d’observation, il doit, aux fins 
du paragraphe (5), étre compté comme représentant une 
fraction d’un professionnel en exercice, fraction égale au 
nombre de mois au cours desquels il a été un professionnel 
en exercice, divisé par le nombre de mois de |’exercice 
financier ou de la période d’observation, selon le cas.» 


(2) Le sous-alinéa 29(7)c)(i) est ainsi remplacé: 

«(i) du moindre 
(A) de $2 400, 
(B) du produit obtenu en multipliant le revenu de la 
période de base par professionnel en exercice par 6%, et 
(C) du surcroit de revenu de la période d’observation par 
professionnel en exercice sur le bénéfice d’exploitation de 
référence par professionnel en exercice a l’égard de la 
période d’observation qui a pris fin aprés le 13 octobre 
1976 et avant le 14 octobre 1977, et» 


(3) Le paragraphe 29(7) est modifié par le retranchement 


amended by deleting the word “and” at the end of paragraph 
(b) thereof, by adding the word “‘and” at the end of paragraph 
(c) thereof and by adding thereto the following paragraph: 


du mot «et» a la fin de l’alinéa 5), par l’adjonction du mot «et» 
a la fin de l’alinéa c) et par l’adjonction de l’alinéa suivant: 


«d) dans le cas ot le calcul est effectué a l’égard d’une 


“(d) if the computation is being made in respect of a 
compliance period that ended after October 13, 1978 and 
before January 1, 1979, be the aggregate of 
(i) the lesser of 
(A) $2,400, and 
(B) the product obtained when the base period income 
per practitioner is multiplied by 6%, and 
(ii) the amount determined in paragraph (c).” 


3. The definition “direct incentive plan” in section 38 of the 


said Guidelines is revoked and the following substituted 
therefor: 


“direct incentive plan” means the provisions under which 
the whole or any portion of the compensation of an 
employee, in respect of whom the provisions are appli- 
cable, is determined by the application of a formula 
comprising a number of variables such as hours worked, 
mileage or by units of output, or the volume or value of 
sales achieved by the employee; (régime d’intéresse- 
ment direct)” 


4. The said Guidelines are further amended by adding 
thereto, immediately after section 38.1 thereof, the following 


sections: 


“38.2 In respect of a group the guideline year of which 
commences on or after January 2, 1978 and before April 14, 
1978, all calculations required by this Part in respect of a 
guideline year shall be computed on the basis of the com- 
pensation plan effective or proposed to be effective on 
December 31, 1978 and on the basis that such plan was in 
effect for one year commencing on the first day of that 
guideline year. 


période d’observation qui a pris fin aprés le 13 octobre 1978 
et avant le 1* janvier 1979, la somme 
(i) du moindre 
(A) de $2 400, et 
(B) du produit obtenu en multipliant le revenu de la 
période de base par professionnel en exercice par 6%, et 
(ii) du montant déterminé 4a I’alinéa c).» 


3. La définition de «régime d’intéressement direct» a l’article 


38 est ainsi remplacée: 


« «régime d’intéressement direct» désigne les dispositions en 
vertu desquelles la totalité ou une partie de la rémuné- 
ration de l’employé auquel s’appliquent ces dispositions 
est déterminée par l’application d’une formule basée sur 
un certain nombre de variables telles que les heures de 
travail accomplies ou le millage, ou par les unités 
produites ou par le volume ou la valeur des ventes 
effectuées par l’employé; (direct incentive plan)» 


4. Sont ajoutés les articles suivants: 


«38.2 Pour un groupe dont l’année d’application des indi- 
cateurs commence le ou aprés le 2 janvier 1978, mais avant 
le 14 avril 1978, tous les calculs pour les années d’applica- 
tion des indicateurs requis par la présente partie doivent étre 
effectués sur la base du régime de rémunération en vigueur 
ou dont l’entrée en vigueur est projetée le 31 décembre 1978, 
ce régime de rémunération étant réputé étre en vigueur pour 
une année commengant le premier jour de cette année 
d’application des indicateurs. 
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38.3 For the pvrposes of this Part, any payments and 
contributions mad2 or expenditures incurred on behalf of an 
employer shall be deemed to be payments and contributions 
made or expenditures incurred, as the case may be, by the 
employer.” 

5. Paragraph 41(a) of the said Guidelines is revoked and the 
following substituted therefor: 

“(a) the normal or standard hours of work of an employee in 

an executive group, for a guideline year, shall be deemed to 

be the same as the normal or standard hours, in effect on the 

base date, of an administrative or office employee of the 

same employer who is not included in an executive group; 


” 


or 


6. Paragraph 42(1)(c) of the said Guidelines is revoked and 
the following substituted therefor: 


“(c) multiply the quotient by one hundred, the result being 
the percentage increase in the Consumer Price Index for 
that period; and” 


7. Paragraph 43(1)(a) of the said Guidelines is revoked and 
the following substituted therefor: 

“(a) in a percentage rate of increase that is greater than the 

permissible percentage rate of increase determined for the 

group under section 45, or” 


8. Section 44 of the said Guidelines is amended by adding 
thereto the following subsection: 


. “(3) Notwithstanding subsection (2), a group does not 

have an historical relationship with another group where 

this Part does not apply to that other group by virtue of 

section 67.2.” 

9. Section 45 of the said Guidelines is revoked and the 
following substituted therefor: 


“45. The permissible percentage rate of increase in com- 
pensation for a group for any guideline year 
(a) commencing in the first program year or second 
program year is 
(i) where the result determined under paragraph 
48(1)(c) is greater than the result determined under 
paragraph 48(1)(qa) or (6), the sum of 
(A) the basis protection factor for that year deter- 
mined under section 46, 
(B) the national productivity factor set forth in sec- 
tion 47, and 
(C) the experience adjustment factor for that year 
computed under subsection 48(1), or 
(ii) where the result determined under paragraph 
48(1)(c) is less than the result determined under para- 
graph 48(1)(a) or (5), the result obtained by 
(A) adding the basic protection factor for that year 
determined under section 46 and the national produc- 
tivity factor set forth in section 47, and 
(B) subtracting from the result obtained in subpara- 
graph (i) the experience adjustment factor for that 
year computed under subsection 48(2); and 
(6) commencing in the third program year is, 


[3] 


38.3 Aux fins de la présente partie, les paiements et 
contributions effectués ainsi que les dépenses encourues pour 
le compte d’un employeur sont réputés effectués ou encou- 
rus, selon le cas, par l’employeur.» 


5. L’alinéa 41a) est ainsi remplacé: 


«a) les heures de travail normales ou réguliéres d’un employé 
faisant partie d’un groupe de cadres, pour toutes les années 
d’application des indicateurs, sont réputées étre les mémes 
que les heures normales ou réguliéres, en vigueur a la date 
de base, d’un employé affecté 4 des taches cléricales ou 
administratives du méme employeur et qui ne fait pas partie 
d’un groupe de cadres; ou» 


6. L’alinéa 42(1)c) est ainsi remplacé: 

«c) multiplier le quotient par cent pour obtenir le pourcen- 
tage d’augmentation de I’indice des prix 4 la consommation 
pour cette période; et» 


7. L’alinéa 43(1)a) est ainsi remplacé: 

«a) un pourcentage d’augmentation supérieur au pourcen- 
tage admissible d’augmentation déterminé pour ce groupe 
en vertu de l’article 45, ou» 


8. A l’article 44 est ajouté le paragraphe suivant: 


«(3) Nonobstant le paragraphe (2), un groupe n’a pas de 
lien historique avec un autre groupe lorsque la présente 


partie ne s’applique pas a cet autre groupe en vertu de 
article 67.2.» 


9. L’article 45 est ainsi remplacé: 


«45. Le pourcentage admissible d’augmentation du taux 
de la rémunération d’un groupe pour une année donnée 
d’application des indicateurs est, 

a) dans la premiére ou la deuxiéme année du programme, 
(i) lorsque le résultat obtenu 4 l’alinéa 48(1)c) est 
supérieur 4 celui obtenu 4a l’alinéa 48(1)a) ou 5b), la 
somme 

(A) du coefficient de protection de base applicable a 
cette année et déterminé selon |’article 46, 
(B) du coefficient de productivité nationale indiqué 4 
Particle 47 et 
(C) du coefficient de rajustement en raison de prati- 
ques salariales antérieures calculées selon le paragra- 
phe 48(1) ou, 
(ii) lorsque le résultat obtenu a l’alinéa 48(1)c) est 
inférieur 4 celui obtenu 4a l’alinéa 48(1)a) ou 5b), le 
résultat auquel on arrive 
(A) en additionnant le coefficient de protection de 
base applicable 4 cette année et déterminée selon 
article 46, et le coefficient de productivité nationale 
indiqué a I’article 47 et 
(B) en soustrayant du résultat obtenu au sous-alinéa 
(i) le coefficient de rajustement en raison de prati- 
ques salariales antérieures, applicable 4 cette année 
et calculé selon le paragraphe 48(2); et 
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(i) where the result determined under paragraph 
48(1)(c) is greater than the result determined under 
paragraph 48(1)(a) or (6), the sum of 

(A) six per cent, and 

(B) the experience adjustment factor for that year 

computed under subsection 48(1), or 
(ii) where the result determined under paragraph 
48(1)(c) is less than the result determined under para- 
graph 48(1)(a) or (5), the result obtained by subtract- 
ing from six per cent the experience adjustment factor 
for that year computed under subsection 48(2).” 


10. Subsection 49(2) of the said Guidelines is revoked and 


the following substituted therefor: 


“(2) For the purposes of this Division, any increment to 
the salary or wages of an employee in a group during a 
guideline year shall be included in the computation of the 
straight time average hourly rate for the group for that year 
unless 


(a) the compensation plan under which the increment is 
payable provides, as a condition of the payment of the 
increment, that it shall only be paid if the employee to 
whom it is payable has improved or added to the skills or 
knowledge required by the employee in the performance 
of the duties of the job or position; and 

(b) the opportunities available to the employee receiving 
the increment for promotion to another job or position are 
strictly limited by the number of jobs or positions with the 
employer at higher levels.” 


11. Paragraph 50(d) of the said Guidelines is revoked and 
the following substituted therefor: 
“(d) for guideline years commencing before January 2, 
1978, calculate the percentage rate of increase in compensa- 
tion in the guideline year for the group by dividing 

(i) the amount determined under paragraph (c), 
by 

(ii) the amount determined under paragraph (a), 
and multiplying the quotient by one hundred.” 


12. (1) Paragraphs 54(1)(d) and (e) of the said Guidelines 
are revoked and the following substituted therefor: 
“(d) calculate the hourly rate of the cost of living allowance, 
if any, payable to employees in the group on the last day of 
the guideline year, assuming for the purposes of such calcu- 
lation, that the percentage rate of increase in the Consumer 
Price Index for 
(i) a guideline year commencing in the first or second 
program year is equal to the basic protection factor for 
that year, and 
(ii) a guideline year commencing in the third program 
year is equal to the lesser of 
(A) six per cent, and 
(B) the amount determined under section 45; 
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b) dans la troisiéme année du programme est, 
(i) lorsque le résultat obtenu a Il’alinéa 48(1)c) est 
supérieur a celui obtenu 4 |’alinéa 48(1)a) ou 5b), la 
somme 
(A) de six pour cent et 
(B) du coefficient de rajustement en raison de prati- 
ques salariales antérieures, applicable a cette année 
et calculé selon le paragraphe 48(1) ou, 
(ii) lorsque le résultat obtenu a l’alinéa 48(1)c) est 
inférieur 4 celui obtenu a l’alinéa 48(1)a) ou 5), le 
résultat obtenu en soustrayant de six pour cent, le 
coefficient de rajustement en raison de pratiques sala- 
riales antérieures, applicable 4 cette année et calculé 
selon le paragraphe 48(2).» 


10. Le paragraphe 49(2) est ainsi remplacé: 


«(2) Aux fins de la présente section, toute augmentation 
du traitement ou du salaire d’un employé appartenant 4 un 
groupe au cours d’une année d’application des indicateurs 
est incluse dans le calcul du taux horaire moyen normal 
applicable au groupe pour l’année, 4 moins que 

a) le régime de rémunération en vertu duquel |’augmenta- 
tion est payable ne stipule, comme condition du paiement 
de l’augmentation, qu’il ne peut étre payé a l’employé 
concerné que s’il a élargi ou amélioré ses connaissances ou 
sa compétence reliées 4 l’accomplissement des fonctions 
de son emploi ou de son poste; et 

b) les possibilités qu’aurait l’employé qui regoit l’augmen- 

tation d’accéder 4 un autre emploi ou poste ne soient 

strictement limitées par le nombre d’emplois ou de postes 
aux niveaux supérieurs chez cet employeur.» 


11. L’alinéa 50d) est ainsi remplacé: 
«d) pour les années d’application des indicateurs commen- 
gant avant le 2 janvier 1978, calculer le pourcentage d’aug- 
mentation de la rémunération du groupe pour |’année d’ap- 
plication des indicateurs en divisant 

(i) le montant de I’alinéa c), 
par 

(ii) celui de l’alinéa a) 
et en multipliant le quotient par cent.» 


12. (1) Les alinéas 54(1)d) et e) sont ainsi remplacés: 
«d) calculer, le cas échéant, le taux horaire de l’indemnité de 
vie chére payable aux employés du groupe au dernier jour de 
l'année d’application des indicateurs, le pourcentage d’aug- 
mentation de l’indice des prix 4 la consommation étant 
réputé, aux fins de ce calcul, étre égal, 
(i) pour une année d’application des indicateurs commen- 
gant dans la premiére ou la deuxiéme année du pro- 
gramme, au coefficient de protection de base pour cette 
année et 
(ii) pour une année d’application des indicateurs commen- 
gant dans la troisiéme année du programme, au moindre 
(A) de six pour cent ou 
(B) du montant de I’article 45; 
e) calculer, le cas échéant, le montant total des augmenta- 
tions de traitements ou de salaires des employés du groupe 
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(e) determine the total of the increments, if any, to the 
salaries or wages of employees in the group in the guideline 
year and subtract from that total the amount by which 
(i) the total of the wages or salaries of employees who 
ceased to be members of the group during the year, 
exceeds 
(ii) the total of the wages or salaries of employees who 
became members of the group during the year, 
assuming for the purposes of such determination that the 
increments and the wages or salaries are in effect through- 
out the guideline year;” 


(2) Subsection 54(1) of the said Guidelines is further 
amended by adding thereto, immediately after paragraph (/) 
thereof, the following paragraph: 

“(f.1) add the total cost attributable to the implementation 

of a new or revised plan relating to the evaluation or 

classification of jobs or positions and divide by the total 
normal or standard hours of work for which all the 
employees in the group were paid during the base year;” 


(3) Paragraph 54(1)(A) of the said Guidelines is revoked 
and the following substituted therefor: 

“(h) add the results determined under paragraphs (c), (d), 

(f) and (f.1) and subtract from the sum obtained the 

amount determined under paragraph (g), the result being 

the straight time average hourly rate for the guideline year.” 


13. The definition “indirect incentive plan” in subsection 
57(1) of the said Guidelines is revoked and the following 
substituted therefor: 


“ “indirect incentive plan” means a plan under which the 
compensation of an employee under the plan 
(a) is determined by reference to the performance or 
profitability of the employer, 
(b) is determined by reference to the performance of, 
or the job or position held by, an employee, or 
(c) is, in whole or in part, in the form of shares or of 
an option or a right to acquire shares, 
and includes a profit sharing plan, bonus plan, perform- 
ance award plan, employer-assisted stock purchase 
plan, stock option plan, phantom stock plan, stock 
appreciation plan, and any provisions under which pay- 
ments are contingent on the achievement of predeter- 
mined objectives, but does not include a deferred profit 
sharing plan as defined in subsection 147(1) of the 
Income Tax Act;” 


14. Paragraph 61(a) of the said Guidelines is revoked and 
the following substituted therefor: 

“(a) for a guideline year commencing in the first or second 

program year, the basic protection factor for that year and 

for a guideline year commencing in the third program year, 

Six per cent, or” 


15. Sections 63 and 64 of the said Guidelines are revoked 
and the following substituted therefor: 
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au cours de l’année d’application des indicateurs et retran- 
cher de ce montant la fraction 
(i) du total des traitements ou salaires des employés qui 
ont cessé d’appartenir au groupe au cours de l’année 
qui est en sus 
(ii) du total des traitements ou salaires des employés qui 
sont devenus membres du groupe au cours de I’année, 
les augmentations et les traitements ou salaires étant répu- 
tés, aux fins de cette détermination, étre en vigueur pendant 
toute l’année d’application des indicateurs;» 


(2) Au paragraphe 54(1) est ajouté l’alinéa suivant: 

«f.1) ajouter le cot total attribuable 4 l’application d’un 
nouveau régime ou d’un régime revisé relatif 4 l’évaluation 
ou 4 la classification d’emplois ou de postes et diviser par le 
total des heures normales ou réguliéres de travail pour 
lesquelles tous les employés du groupe ont été rémunérés au 
cours de I’année de base;» 


(3) L’alinéa 54(1)A) est ainsi remplacé: 

«h) additionner les résultats obtenus aux alinéas c), d), f) et 
f.1) et retrancher de la somme obtenue le montant calculé 
d’aprés l’alinéa g), la différence étant le taux horaire moyen 
normal valable pendant Jl’année d’application des 
indicateurs.» 


13. La définition de «régime d’intéressement indirect» au 


paragraphe 57(1) est ainsi remplacée: 


« «régime d’intéressement indirect» désigne un régime en 

vertu duquel la rémunération d’un employé; 

a) est calculée en fonction du rendement ou de la 

rentabilité de l’employeur, 

b) est calculée en fonction du rendement d’un 

employé, ou de ses fonctions ou de son poste, ou 

c) est versée, intégralement ou partiellement, sous 

forme d’actions, ou sous forme d’options ou de droits 

d’achat d’actions, 
et comprend un régime de participation aux bénéfices, 
un régime de gratifications, un régime de primes de 
rendement, un régime d’achat d’actions a contribution 
patronale, un régime d’option d’achat d’actions, un 
régime d’attribution d’actions fictives, un régime de 
réévaluation d’actions et toute disposition en vertu de 
laquelle certains versements dépendent de la réalisation 
d’objectifs fixés 4 l’avance, mais a l’exclusion des régi- 
mes de participation différée aux bénéfices au sens du 
paragraphe 147(1) de la Loi de l’impot sur le revenu;» 


14. L’alinéa 61a) est ainsi remplacé: 

«a) pour une année d’application des indicateurs commen- 
gant dans la premiére ou la deuxiéme année du programme, 
le coefficient de protection de base pour cette année et, pour 
une année d’application des indicateurs commengant dans la 
troisiéme année du programme, six pour cent, ou» 


15. Les articles 63 et 64 sont ainsi remplacés: 
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«63. Le total des frais engagés par un employeur dans une 
année d’application des indicateurs pour organiser des cours 
de formation, des réunions ou des congrés pour la promotion 
des ventes, ou pour y faire participer ses employés, ne peut 
excéder le total des frais engagés dans l’année de base 


“63. The total expenditures incurred by an employer in a 
guideline year to hold or have employees attend training 
sessions, sales meeting or conventions shall not exceed the 
total of such expenditures incurred in the base year by 


(a) an amount that results in a percentage rate of increase 


in excess of the basic protection factor, for a guideline 
year commencing in the first or second program year; and 
(6) six per cent, for a guideline year commencing in the 
third program year. 


64. An employer shall not in any guideline year change 


a) dun montant qui donne un pourcentage d’augmenta- 
tion supérieur au coefficient de protection de base pour 
une année d’application des indicateurs commengant dans 
la premiére ou la deuxiéme année du programme, et 

b) de six pour cent, pour une année d’application des 
indicateurs commengant dans la troisiéme année du 
programme. 


64. Il est interdit 4 un employeur, dans une année d’appli- 


cation des indicateurs, de modifier |’évaluation ou la classifi- 
cation de plus de postes ou d’emplois que pendant l’année de 
base, sauf si ces modifications résultent 


the evaluation or classification of more jobs or positions 
than were changed by the employer in the base year, unless 
the changes are made as the result of 


(a) the implementation of a new or revised plan relating 
to the evaluation or classification of jobs or positions, in 
which case the total cost attributable to such implementa- 
tion shall be included in the computation of the straight 
time hourly rate for the group for the guideline year, or 
(b) the evaluation or classification of jobs that have 
changed as a result of extensive changes in the methods, 
equipment or processes used by the employer.” 


a) de l’application d’un nouveau régime ou d’un régime 
revisé relatif 4 l’évaluation ou 4 la classification d’emplois 
ou de postes, auquel cas le cout total attribuable 4 cette 
application doit étre inclus dans le calcul du taux horaire 
moyen normal du groupe pour |’année d’application des 
indicateurs, ou 

b) de l’évaluation ou de la classification d’emplois qui ont 
changé par suite de changements considérables des 
méthodes, de |’€quipement ou des procédés utilisés par 
l’employeur.» 


16. The definition “compliance period” in subsection 68(2) 
of the said Guidelines is revoked and the following substituted 
therefor: 


16. La définition de «période d’observation» au paragraphe 
68(2) est ainsi remplacée: 


« «période d’observation», a l’égard 


* “compliance period” in respect of 
(a) a supplier for whom a base period is determined 
under paragraph (a) or (b) of the definition “base 
period”, means his fiscal period that includes October 
14, 1975, and, subject to paragraph (d), each fiscal 
period thereafter of the supplier, 
(b) a supplier for whom a base period is determined 
under paragraph (c) or (d) of the definition “base 
period”, means his fiscal period immediately following 
his base period and, subject to paragraph (d), each 
fiscal period thereafter of the supplier, 
(c) a supplier referred to in subsection 71(1), means his 
first fiscal period or his fiscal period that includes 
October 14, 1975, whichever is later, and, subject to 
paragraph (d), each fiscal period thereafter of the 
supplier, and 
(d) a supplier for whom a compliance period deter- 
mined under paragraph (a), (b) or (c) is a fiscal period 
commencing on or after January 2, 1978, means the 
first three months, six months or nine months of that 
fiscal period or the complete fiscal period, whichever 
ends nearest to but before January 1, 1979; 

(période d’observation)” 


17. All that portion of subsection 69(2) of the said Guide- 


a) dun fournisseur dont la période de base est détermi- 
née en vertu de l’alinéa a) ou b) de la définition de 
«période de base», désigne son exercice financier qui 
comprend le 14 octobre 1975 et, sous réserve de l’alinéa 
d), tous ses exercices financiers subséquents, 
b) dun fournisseur dont la période de base est détermi- 
née en vertu de l’alinéa c) ou d) de la définition de 
«période de base», désigne son exercice financier qui 
suit immédiatement sa période de base et, sous réserve 
de l’alinéa d), tous ses exercices financiers subséquents, 
c) d'un fournisseur visé au paragraphe 71(1), désigne 
son premier exercice financier ou celui comprenant le 
14 octobre 1975, selon celui qui se présente en dernier 
lieu et, sous réserve de |’alinéa d), tous ses exercices 
financiers subséquents et 
d) d’un fournisseur dont une période d’observation 
déterminée en vertu de l’alinéa a), b) ou c) est un 
exercice financier commengant le ou aprés le 2 janvier 
1978, désigne les trois, six ou neuf premiers mois de cet 
exercice financier ou |’exercice financier complet, selon 
] exercice qui se termine 4 la date la plus rapprochée du 
I* janvier 1979 mais avant cette date. 

(compliance period)» 


17. La partie du paragraphe 69(2) précédant I’alinéa a) est 


lines preceding paragraph (a) thereof is revoked and the 
following substituted therefor: 


(2) Where in a fiscal period or in a compliance period 
the assets of a supplier include shares of a corporation, all 


ainsi remplacée: 


(2) Lorsque, au cours d’un exercice financier ou d’une 
période d’observation, l’actif du fournisseur comprend les 
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the issued share capital of which, except directors’ qualify- 
ing shares, belongs to the supplier, or to the supplier and 
persons with whom he does not deal at arm’s length, and the 
business of which includes banking operations carried on 
outside Canada,” 


18. Subsection 74(4) of the said Guidelines is revoked and 
the following substituted therefor: 

“(4) For the purposes of paragraph (2)(a), the “earnings 
rate” of a supplier for a fiscal period or a compliance period 
is the percentage obtained when 

(a) the amount by which his gross revenue from opera- 

tions for the period from that part of his business to which 

this Part applies exceeds his adjusted operating profits for 
the period from that part of his business, 

is divided by 
(b) his average adjusted total assets for that period.” 


19. The definition “compliance period” in subsection 76(2) 


of the said Guidelines is revoked and the following substituted 
therefor: 


66 66 


compliance period” in respect of 
(a) a supplier for whom a base period is determined 
under paragraph (a) or (5) of the definition “base 
period”, means his fiscal period that includes October 
14, 1975 and, subject to paragraph (d), each fiscal 
period thereafter of the supplier, 
(6) a supplier for whom a base period is determined 
under paragraph (c) or (d) of the definition “base 
period”’, means his fiscal period immediately following 
his base period and, subject to paragraph (d), each 
fiscal period thereafter of the supplier, 
(c) a supplier referred to in subsection 80(1), means his 
first fiscal period or his fiscal period that includes 
October 14, 1975, whichever is later, and, subject to 
paragraph (d), each fiscal period thereafter of the 
supplier, and 
(d) a supplier for whom a compliance period deter- 
mined under paragraph (a), (5) or (c) is a fiscal period 
commencing on or after January 2, 1978, means the 
first three months, six months or nine months of that 
fiscal period or the complete fiscal period, whichever 
ends nearest to but before January 1, 1979. 

(période d’observation)” 


20. Subsection 81(4) of the said Guidelines is revoked and 
the following substituted therefor: 

(4) For the purposes of paragraph (2)(a), the “earnings 
rate” of a supplier for a fiscal period or a compliance period 
is the percentage obtained when 

(a) the amount by which his gross revenue from opera- 

tions for the period from that part of his business that is 

financial intermediary operations exceeds his adjusted 
operating profits for the period from that part of his 
business, 

is divided by 
(b) his average adjusted total assets for that period.” 


(7] 


actions d’une corporation, dont tout le capital-actions émis, 
a lexception des actions statutaires des administrateurs, 
appartient au fournisseur ou au fournisseur et 4 des person- 
nes avec lesquelles il a un lien de dépendance, et dont les 
activités comprennent des opérations bancaires effectuées 4 
Pextérieur du Canada,» 


18. Le paragraphe 74(4) est ainsi remplacé: 


«(4) Aux fins de lalinéa (2)a), le «taux de gain» d’un 
fournisseur pour un exercice financier ou une période d’ob- 
servation est le pourcentage obtenu en divisant 

a) le montant par lequel ses recettes brutes d’exploitation 

excédent ses bénéfices rajustés d’exploitation tirés, pour 

l’exercice ou la période, de la partie de son entreprise a 

laquelle s’applique la présente partie, 
par 

b) la moyenne de son actif total rajusté pour cette 

période.» 


19. La définition de «période d’observation» au paragraphe 


76(2) est ainsi remplacée: 


« «période d’observation», a l’égard 
a) dun fournisseur dont la période de base est détermi- 
née par l’alinéa a) ou b) de la définition de «période de 
base», désigne son exercice financier qui comprend le 14 
octobre 1975 et, sous réserve de l’alinéa d), tous ses 
exercices financiers subséquents, 
b) d’un fournisseur dont la période de base est détermi- 
née par l’alinéa c) ou d) de la définition de «période de 
base», désigne son exercice financier qui suit immédia- 
tement sa période de base et, sous réserve de l’alinéa d), 
tous ses exercices financiers subséquents, 
c) d’un fournisseur visé au paragraphe 80(1), désigne 
son premier exercice financier ou celui qui comprend le 
14 octobre 1975, selon celui qui se présente en dernier 
lieu, et, sous réserve de l’alinéa d), tous ses exercices 
financiers subséquents et 
d) d’un fournisseur dont une période d’observation 
déterminée en vertu de l’alinéa a), b) ou c) est un 
exercice financier commengant le ou aprés le 2 janvier 
1978, désigne les trois, six ou neuf premiers mois de cet 
exercice financier ou l’exercice financier complet, selon 
l’exercice qui se termine 4 la date la plus rapprochée du 
1* janvier 1979 mais avant cette date. 

(compliance period)» 


20. Le paragraphe 81(4) est ainsi remplacé: 


«(4) Aux fins de lalinéa (2)a), le «taux de gain» d’un 
fournisseur pour un exercice financier ou une période de 
base est le pourcentage obtenu en divisant 

a) le montant par lequel ses recettes brutes d’exploitation 

excédent ses bénéfices rajustés d’exploitation tirés, pour 

lexercice financier ou la période d’observation, de la 
partie de son entreprise qui porte sur des opérations 
d’intermédiaire financier, 

par 

b) la moyenne de son actif total rajusté pour cette 

période.» 
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21. The definition “compliance period” in section 83 of the 
said Guidelines is revoked and the following substituted 
therefor: 

“ “compliance period” means 

(a) in respect of a fiscal period of a supplier commenc- 
ing before January 2, 1978, each such fiscal period that 
commences after October 14, 1976 and that does not 
precede his base period, and 

(b) in respect of a fiscal period of a supplier commenc- 
ing after January 1, 1978, the first three months, six 
months or nine months of that period or the complete 
fiscal period, whichever ends nearest to but before 
January 1, 1979 and does not precede the supplier’s 
base period. 

(période d’observation)” 


22. (1) Subparagraph (/)(iii) of the definition “benefit” in 
Schedule 2 to the said Guidelines is revoked and the following 
substituted therefor: 

“(iii) increasing the accrued regular retirement pension 

benefits under a plan up to a level that is not in excess of the 

value of the future service benefits of the plan, or” 


(2) Subparagraph (m)(vii) of the definition “benefit” in 
Schedule 2 to the said Guidelines is revoked and the following 
substituted therefor: 

“(vii) in a guideline year in respect of the first year expendi- 

tures of a new registered pension plan in situations where no 

pension plan had existed previously,” 


23. Sections 1 to 22 shall apply according to their terms 
before publication in the Canada Gazette. 


21. La définition de «période d’observation» a l’article 83 est 
ainsi remplacée: 

« «période d’observation» désigne, 
a) pour un exercice financier d’un fournisseur commen- 
cant avant le 2 janvier 1978, chaque exercice financier 
qui commence aprés le 14 octobre 1976 et ne précéde 
pas sa période de base et 
b) pour un exercice financier d’un fournisseur commen- 
cant aprés le 1* janvier 1978, les trois, six ou neuf 
premiers mois de cet exercice ou l’exercice financier 
complet, selon l’exercice qui se termine 4 la date la plus 
rapprochée du 1* janvier 1979 mais avant cette date et 
ne précéde pas la période de base du fournisseur. 

(compliance period)» 


22. (1) Le sous-alinéa /)(iii) de la définition d’«avantage» a 
lannexe 2 est ainsi remplacé: 

«(iii) d’augmenter les prestations accumulées en vertu d’un 

régime de retraite régulier jusqu’a un niveau qui ne dépasse 

pas la valeur des prestations pour service futur prévus par le 

régime, ou» 


(2) Le sous-alinéa m(vii) de la définition d’«avantage» a 
lannexe 2 est ainsi remplacé: 

«(vii) au cours d’une année d’application des indicateurs a 

légard des dépenses de la premiére année d’un nouveau 

régime de pension enregistré, dans les cas o aucun régime 

de pension n’existait auparavant,» 


23. Les articles 1 4 22 sont applicables avant leur publica- 
tion dans la Gazette du Canada. 


QUEEN’S PRINTER FOR CANADA, OTTAWA, 1978 


8 


IMPRIMEUR DE LA REINE POUR LE CANADA, OTTAWA, 1978 


[8] 


(& re) vt 
Pubns 


Technical Bulletin: 
Compensation 


Subject: PHASING OUT OF COMPENSATION CONTROLS 


No.: A= oilt=C 
Date: December 30, 1977 
Note: This bulletin describes the plan for "phasing-out" of compensa-~ 


tion guidelines - the process by which employee groups will 
emerge from controls and compensation reporting requirements. 


Contents: 

A. Explanation of Terms 

B. Summary of Decontrol Plan 

CA Explanation of Decontrol Plan 

D. Reporting of Compensation Increases 

Ee Compliance Plans 

Pe Compensation Plans Which Do Not Coincide With Guideline 

Years 

G. Delay in Renewing Compensation Plans 

He Deferred Compensation 

als New Groups Becoming Subject to Mandatory Compliance 
ei Ottawa Ontario KIP OB 


AIB-77-16 


OI 


‘uoTsstTumuoD) BT e& Ssjyaioddei ap yalqo,]{ 

BITeJ YOTAIP 729 SAnayedtput xne satjyelnsse YUoras g/G6l [TAAe 
HI eT queae IneanstaA us JUuo0II13U09a tnb sednoi3 sad ap uotje19u 
—nuigi B@] ep suotjzequewsne sat ‘aTQiqUOoosp np yiedap ap aqep eT 
729 B[QIJUOSEp Np soUOouUe,, 91qUe Vv~EgNJIS spotied ey JUuepued v1T0Q 
-B31[qoO uot eAIVSgO,[ e& SstzVe[Nnsse AtusAap JUusterzarinod sed Juenb 
-t[dde,s ou sinejeotput sey, szyenbxne sgkoj;dwe,p sednoiZ suteq.i1ag 


VITOJEST[GO UOTIeAI|aSGO,[ eB stjjalnsse sednoxzs xnevanoN J 


*sainazeotput xne atjzjel{nsse 1eI~a 

tnb anbuoojTenb aguue 39un,p 31917 Ne sitequsowatddns vuotjerguUNnUEI 
aun TasiaA *SinazeoTput sep uotjzeodt[dde,p asjeutwis, aguue, | 
sgide ‘sed e1inod ou uotssitwuog ef ited (s)ganoidde 372 (3UuU0)e 
uoT}e1IgUNUgI Bp (S)aWIsZ9I (S)e] JUOp Ansho{dwa un ‘sugu ag 


*JUSWe Tsay ne uoTIUaAeIIUOD 

aun JUOAINITISUODS 29 JUSsWa Tsay NP (q)[v syderseied np nq19A 

usa ‘sinazeotput sap uotqeottdde,p asjeutwis} sguue,, suarsouod tnb 
9 Ud ,a_TBJJIp UOTJeAQUNW|I 9UN,, JUOTAaNZIYSUOD sjUsUaTed sta 
aq ‘Sinajyeotput xne 133efnsse snjd e1as vu adnoid ay anb segade 
SinsjJeotput sep uvuotjedt{dde,p aguue 33799 op [teAe1} op sdwaq 

at anod anafo,dus,, ted egsiaA 913g sed eiinod au ajtnpai 332 

e inb a1TeqUspgoxs UOTJeI9UNW|T B[ ‘8/6 [11Ae HI VI JueAe ued 
-UoguI0d sinajedTput sep uotjedt{dde,p asguue 33n0} Anod anajqoa1IG 
aT No uotsstuuoD eT aed a3inpgt 97g e UOTJeJUSUZNe VuN,Nbs107 


sgtIFFJIp uotqzerzsgunuisy 4H 


"Q/6I [trAAe HI PT Sgade ANnanBtaA us 4UOIGIqUS ZITeTeS ap xneq 

SoT anb 49 g/6[ TeW Us |v_USTS e19S UOTJUZAUOD eB] aenb AIejy np 
aqdwod Atu9} sues ‘sinaqzedtput xne atqjalnsse elas g/6] VAquad—ap 
I€ 2] WeAS ANINBTA Vs VOTIeIQUNUGI BT sp UOTJeJUSWSNe |jNOoL 
°Q/61 Prqueosp [TE Ne& Q/Sl [141Ae ABT Np sianajzeotput sap uotqeds 
-1[dde,p ayeurtwis, epotied e] 19 6/6] SABW TE NE B/G] [TAA IIT 
np eA vdnois np sinajeotput sep uotjzeo1jdde,p syeutwis) sguue, 7 


"Q/6[ Tew AIT VI 3Se VOTIUSZAUOD V{TIANOU ke] Vp sitTel[es ap 
xne} Sep ANaNSTA us 9g1jUI,p 97ep eT “Q/GT TeW GT PT |gUsIS Ysa 
93U3IUI B[[PANOU vUN Yo VOTJeI_UNUGI eB] Vp UOTJeqUoWSNe suNoNe 


A. Explanation of Terms 


For purposes of describing the decontrol process a number of 
terms are introduced in this bulletin: 


"starting date for decontrol" refers to April 14, 1978; 


"final guideline year" refers to a period of 365 days commencing 
On_OLea ste reprisals 977. wand ipr ior sto vA lla, 1973s) and 


"final guideline period" refers to a period beginning on the 
first day of a final guideline year and ending on December 31, 
1978. A final guideline period applies to groups with a final 
guideline year extending past December 31, 1978. 


B. Summary of Decontrol Plan 


The decontrol process commences April 14, 1978. The decontrol 
date marks the "beginning of the end" of compensation controls, 
rather than the date on which the controls end for all groups of 
employees. The decontrol process is based on base dates and 
guideline years, which are now fixed for most groups and will 
remain unchanged. 


Compensation increases will remain subject to the Guidelines 
until December 31, 1978. Increases for groups with a final 
guideline year commencing on or before January 1, 1978 will 
remain subject to the Guidelines for the duration of the final 
guideline year. Increases for groups with a final guideline 
year beginning after January 1, 1978 and before April 14, 1978, 
will remain subject to the Guidelines for a final guideline 
period, which ends on December 31, 1978. Increases for groups 
with a guideline year commencing on or after April 14, 1978 will 
not be subject to the Guidelines. 


The methods used to calculate increases in compensation will 
remain unchanged during the final guideline year, or final 
guideline period. The revised Guidelines for the third program 
year will continue to apply to all elements of compensation, 
including deferred compensation, in the same manner as in the 
past. Restraints will also continue to apply to reimbursable 
expenses, perquisites, expenditures for training sessions or 
conventions, and reclassification of positions during the final 
guideline year. 


Compensation plans for any guideline year commencing before 
April 14, 1978 will be subject to the Guidelines regardless of 
when the plan is established or a compensation report is sub- 
mitted to the Board. 
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C. Explanation of Decontrol Plan 


The date on which a group will emerge from controls depends on 
the starting date of the final guideline year for the group. 


(1) 


Final Guideline Year Commencing On or Before 


January 1, 1978 


Compensation increases in one~year plans or multi~year 
agreements for groups with a guideline year commencing on 
or before January 1, 1978, will remain subject to the 
Guidelines for the duration of that final guideline year. 
Increases after the final guideline year will not be 
subject to the Guidelines. This applies in all cases, 
including multi~year compensation plans where the Board had 
previously recommended, or the Administrator had ruled on, 
an increase for a period which will start after the final 
guideline year. The recommendation of the Board or Order 
by the Administrator will not apply to any guideline year 
commencing after the end of the final guideline year. 


The parties to a compensation plan must continue to observe 
the terms of a compliance plan, resulting either from 
acceptance of a recommendation of the Board or from an 
Order by the Administrator, to reduce or recover compensa~ 
tion in respect of any guideline year commencing prior to 
April 14, 1978. The compliance plan must be observed, 
beyond the end of the final guideline year if necessary, 
until such time as the actions called for in the plan are 
completed. Further elaboration on the matter of compliance 
plans is contained in Section E of the Bulletin. 


Examples 


(a) The Board approved the increases proposed in a three~ 
year collective agreement, from July 1, 1976 to June 
30, 1979. The group's base date is June 30, 1976 and 
the final guideline year is from July 1, 19/77 to June 
SOG Wy ze 


The Guidelines will no longer apply to the third year 
of the agreement, which commences July 1, 1978. 


(b) The Board reviewed a two-year collective agreement 
from June 1, 1977 to May 31, 1979 and recommended a 
compensation roll~back in each year. The case was 
referred to the Administrator and the recommended 
roll-back was upheld. The group's base date is May 
31, 1977 and the final guideline year is from June l, 
O77 eo Mays Sila) 97.8. 


The employer must comply with the Order of the 
Administrator and reduce wages in respect of the 
guideline year starting on June 1, 1977 and ending May 
31, 1978. The Administrator's Order would not apply 
in respect of the second year of the agreement, which 
commences June 1, 1978. 
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(c) The Board reviewed a two-year collective agreement 
from October 1, 1977 to September 30, 1979, and 
recommended that rates lower than those negotiated be 
implemented. The parties voluntarily agreed to lower 
rates in both years, and a compliance plan was submit- 
ted and accepted. The group's base date is September 
30, 1977, and the final guideline year is from October 
1, 1977 to September 30, 1978. 


The employer must observe the terms of the compliance 
plan for the final guideline year from October 1, 1977 
to September 30, 1978. The Board's recommendation 
would no longer apply to the second year of the agree- 
ment which commences October 1, 1978. 


(d) The Board approved the increases proposed in a two- 
year collective agreement, from January 1, 1977, to 
December 31, 1978. The group's base date is December 
31, 1976, and the final guideline year is from January 
1, 1978 to December 31, 1978. 


The Guidelines will continue to apply for the duration 
of the agreement. 


Final Guideline Year Commencing After January 1, 1978 


Compensation increases for groups with a final guideline 
year commencing after January 1, 19/78, will remain subject 
to the Guidelines until the end of the final guideline 
period, on December 31, 1978. Increases after December 31, 
1978 will not be subject to the Guidelines, although they 
may fall within a final guideline year. This applies in 
all cases, including multi~year compensation plans where 
the Board had previously recommended, or the Administrator 
had ruled on, compensation plans involving increases after 
December 31, 1978. A recommendation of the Board or Order 
by the Administrator will not apply to increases after the 
end of the final guideline period. 


As the result of a recommendation of the Board or Order by 
the Administrator, a compliance plan, extending past 
December 31, 1978, may have been established. The parties 
involved must continue to observe the terms of the compli-~ 
ance plan after December 31, 1978, if necessary, until such 
time as the actions called for in the plan are completed. 
Section E contains further details on the matter of compli- 
ance plans. 


Examples 


(a) The Board approved the increases proposed in a three- 
year collective agreement, from April 1, 1976 to March 
31,1979.) The sroup s base date is March 31, 1976. 
The final guideline year commences April 1, 1978 and 
the final guideline period is from April 1, 1978 to 
December 31, 1978. 
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(3) 


The Guidelines will not apply to that part of the 


third year of the agreement which commences on January 
I USE 


(b) The Board reviewed a two-year collective agreement 
from March 1, 1977 to February 28, 1979, and recom- 
mended a compensation reduction in each year. The 
recommended reduction was agreed to by the parties and 
a compliance plan, involving a roll~back of wage rates 
and the recovery of excess payments in the first year, 
was accepted by the Board. The compliance plan called 
for recovery action to extend to January 31, 1979. 

The group's base date is February 28, 1977 and the 
final guideline period is from March 1, 1978 to 
December 31, 1978. 


The employer must observe the terms of the compliance 
plan accepted by the Board until January 31, 1979, 
notwithstanding the expiry of the final guideline 
period on December 31, 1978. 


(c) The Board reviewed a one-year unilateral compensation 
planer oneApmil sles lOO tosMarchmolem Oo sea themp tan 
contained proposed increases which were in excess of 
the permissible increase for the group during the 
final guideline year. The Board reviewed the plan and 
advised the employer that he was required to file a 
compliance plan to demonstrate that the compensation 
to be paid on December 31, 1978 would be within Guide- 
lines. The base date established for the group is 
March 31, 1976. The final guideline period is from 
April 1, 1978 to December 31, 1978. 


The Guidelines will apply to the level of compensation 
in effect on December 31, 1978. The employer must 
submit a compliance plan to the Board for approval and 
take action to restrain wages and to recover any ex- 
cess payments, to ensure that the level of compensa-~ 
tion paid as of December 31, 1978 will be within 
Guidelines. Any increases implemented after December 
31, 1978, will not be subject to the Guidelines. 


Guideline Year Commencing On or After April 14, 1978 


Compensation increases for groups with a guideline year 
commencing on or after April 14, 1978, will not be subject 
to the Guidelines. This applies in all cases, including 
multi~year agreements where the Anti~Inflation Board had 
previously recommended, or the Administrator had ruled on, 
a compensation increase for a guideline year commencing 
after April 14, 1978. In these instances, the guideline 
year ending on or after April 14, 1978 will be the final 
guideline year. Any compensation increase effective after 
the end of the final guideline year will not be subject to 
the Guidelines. The recommendation of the Board or Order 
by the Administrator will not apply to increases which are 
effective after the end of the final guideline year. 
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Examples 


(a) The Board reviewed a three-year collective agreement 
from May 1, 1976 to April 30, 1979, and recommended a 
compensation roll~back in each year. A compliance 
plan involving recovery of excess payments in the 
first guideline year and a reduction in wage rates for 
the remaining two years was agreed to by the parties 
and accepted by the Board. The group's base date is 
April 30, 1976 and the final guideline year is from 
Meng Is WIT to Newt BO, Wr. 


The Guidelines will no longer apply to the third year 
of the agreement, which commences May 1, 1978. The 
first two years of the compliance plan must be obser- 
ved. The terms of the compliance plan will not apply 
to the year commencing May 1, 1978, assuming that 
recovery action has been completed. 


(b) A three-year collective agreement, signed in June, 
1975, expires April 30, 1978. A successor agreement, 
effective May 1, 1978 is reached by the parties in 
March 1978. 


Because the first agreement was reached prior to 
October 14, 1975, the group's base date is April 30, 
1978. Because this guideline year would start after 
April 14, 1978, the Guidelines will not apply to the 
agreement which takes effect on May 1, 1978. 


D. Reporting of Compensation Increases 


Employers are to report compensation increases for the final 
guideline year, regardless of whether that guideline year 
extends past December 31, 1978. The Board may require an 
employer, who submits a compensation plan providing increases in 
excess of a group's permissible increase for the final guideline 
year, to file a compliance plan which will ensure that compensa- 
tion increases will be within guidelines for the final guideline 
period. 


When a multi-year agreement is signed, the employer is required 
to report on compensation increases only in respect of the 
guideline year (or years) which start prior to April 14, 1978. 
However, if an employer proposes a compensation increase in 
excess of a group's arithmetic guideline for the final guide- 
line year and special consideration is requested, the Board will 
require detailed information on increases in the remaining 
period covered by the agreement. 
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E. Compliance Plan 


The review of a compensation plan by the Board or the 
Administrator may result in the establishment of a compliance 
plan, arising from acceptance of a recommendation of the Board 
or from an Order by the Administrator. For purposes of this 
Bulletin, a compliance plan for a group refers to the action 
which an employer must take to reduce compensation, or recover 
excess payments, to ensure that the rate of compensation, at the 
end of a guideline year, will be within the amount allowed for 
the group. 


In some cases, a compensation plan for a group may be submitted 
to the Board before the increases proposed in the plan are 
implemented. If the increases are found to be in excess of the 
permissible increase for the group, a reduction in compensation 
may be recommended. In these circumstances, the compliance plan 
submitted by the employer for approval by the Board will involve 
reduction of proposed compensation increases to the level 
allowed for the group. 


In other cases, a compensation plan for a group may be submitted 
to the Board some time after the increases proposed in the plan 
have been implemented. If the proposed increases are subse~ 
quently found to be in excess of the permissible increase for 
the group, a reduction of rates and the recovery of excess 
payments may be recommended. If this occurs, the employer is 
required to submit, for approval by the Board, a compliance plan 
indicating the actions which will be taken to reduce proposed 
compensation increases to the allowed level. The employer is 
also required to obtain approval from the Board for a plan to 
recover excess payments already made. 


Compliance plans to reduce or recover compensation increases in 
excess of the Guidelines may therefore extend for the duration 
of the final guideline year, or final guideline period, or 
beyond. Compliance plans may also be initiated during the final 
guideline year, or final guideline period, or later. If the 
compliance action is in respect of a guideline year or period 
commencing prior to April 14, 1978, the employer must continue 
to restrain wages or to recover excess payments, beyond the end 
of the final guideline year or final guideline period, if 
necessary. 


Bee Compensation Plans Which Do Not Coincide With Guideline Years 


The commencement date of the guideline year determines when the 
Guidelines will no longer apply to a group. This date is usual- 
ly the same as the starting date of the compensation plan for a 
group. However, these dates will not coincide if the duration of 
a compensation plan is other than a complete year. This situa- 
tion is encountered where multi-year agreements are of other 
than twenty-four or thirty-six months' duration. 
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It is the starting date of the guideline year, and not that of 
the compensation plan, which will determine when the final 
guideline year begins. A compensation plan for a group could 
expire shortly after April 14, 1978, but, because the plan 
covered a period of other than one year's duration, the final 
guideline year for the group would commence prior to April 14, 
1978. Where this occurs, the successor compensation plan would 
remain subject to the Guidelines for the final guideline year or 
the final guideline period, whichever ends the earlier. 


The procedure for calculating the rate of increase for compensa- 
tion plans which are greater or less than a complete year in 
duration is explained in Technical Bulletin AI-27-C. This 
procedure will be strictly applied during the decontrol period. 


Example 


A collective agreement covering a 15-month period comes into 
effect on April 1, 1977 and expires June 30, 1978. The base 
date for the group is March 31, 1977. The group's first guide- 
inne yeaa gt sieecomeApmi lle 97 7 etomMaicchs Olea O/ Cem tines final 
guideline year will start on April 1, 1978 and end on March 31, 
1979. The final guideline period is from April 1, 1978 to 
December 31, 1978. 


On expiry of the 15-month agreement, on June 30, 1978, another 
agreement comes into effect, on July 1, 1978. 


Any compensation increases provided in the second agreement 
which are effective before December 31, 1978 are still subject 
to the Guidelines. 


G. Delay in Renewing Compensation Plans 


The commencement date of the final guideline year determines 
when a group will emerge from controls. There would, therefore, 
be no advantage in postponing a unilateral compensation increase 
or in delaying or prolonging negotiations so that the plan ulti- 
mately reached would not be subject to the Guidelines. If the 
settlement date or the effective date of a unilateral compensa- 
tion plan occurs after April 14, 1978, but is in respect of a 
guideline year commencing prior to that date, the group's 
compensation is subject to the Guidelines for the full final 
guideline year or final guideline period, as applicable. 


Example 


A one-year collective agreement expires March 31, 1978. The 
base date established for the group is March 31, 1976. The 
agreement is formally extended by the parties, with no increase 
in compensation, and a new agreement is signed on May 19, 1978. 
The effective date of the wage rates in the new agreement is May 
iy IDAs 
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The final guideline year for the group will be April 1, 1978 to 
March 31, 1979, and the final guideline period is from April 1, 
1978 to December 31, 1978. Any compensation increase effective 
prior to December 31, 1978, is subject to the Guidelines, 
regardless of the fact that the agreement is signed in May, 1978 
and the wage rates are effective after April 14, 1978. 


H. Deferred Compensation 


Where an increase has been rolled back by the Board or the 
Administrator for any guideline year starting prior to April 14, 
1978, the excess compensation which was rolled back may not be 
paid by the employer for time worked in that guideline year, 
after the group is no longer subject to the Guidelines. Such 
payments would constitute "deferred compensation" in respect of 
the final guideline year, under subsection 41(b) of the 
Regulations, and would be a contravention of the Regulations. 


Similarly, an employer whose compensation plan(s) had been 
approved by the Board may not, after the final guideline year, 
pay additional compensation in respect of any year which was 
subject to the Guidelines. 


I. New Groups Becoming Subject to Mandatory Compliance 


Some employee groups to whom the Guidelines do not apply may 
become subject to mandatory compliance during the period between 
the announcement of decontrol and the starting date for decon- 
trol. Compensation increases for such groups, which are effec~ 
tive before April 14, 1978, will be subject to the Guidelines, 
and are to be reported to the Board. 
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Technical Bulletin: 
Compensation 


Subject: APPLICATION OF REVISED GUIDELINES DURING THIRD PROGRAM YEAR 
No: AI~-32-C 
Date: December 30, 1977 

This bulletin describes the methods to be used to apply the 

amended compensation guidelines during the third program year. 
Contents: 

A. Amendments to the Regulations 

B. Arithmetic Guidelines for Groups 

C. Reporting Requirements 

D. Reports of Group Compensation 

E. Cost of Living Allowances 


F. Employer Expenses Under Sections 61 and 63 of the 
Regulations 


G. Boards of Directors - Permissible Increase for Guideline 
Years Commencing in Third Program Year 


B et Anti-Inflation | Commission de lutte P.O. Box No. 1750, Hee et ‘B" 
Board contre l'inflation Ottawa, Ontario K1P 6B 
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. Amendments to the Regulations 


The arithmetic guideline for a group is the permissible percent- 
age rate of increase in compensation determined under Section 45 
of Part 4 of the Anti-Inflation Guidelines. The Anti-Inflation 
Board may, at its discretion, recommend a higher rate of 
increase for a group, for a guideline year. 


On October 20, 1977, the Government announced that the "basic 
guideline'’ for compensation increases in the third program year 
would be 6 per cent. The basic guideline may be increased or 
reduced by the experience adjustment factor of up to two per 
cent, to arrive at the arithmetic guideline for a group of 
employees. 


Section 45 of the Guidelines has been amended by deleting 
references to the basic protection factor and the national 
productivity factor for the third program year. Section 45 of 
the Guidelines now states: 


"45. The permissible percentage rate of increase in compensa- 
tion for a group for any guideline year 


(a) commencing in the first program year or second program 
year is 


(i) where the result determined under paragraph 
48(1)(c) is greater than the result determined 
under paragraph 48(1)(a) or (b), the sum of 


(A) the basic protection factor for that year 
determined under section 46, 


(B) the national productivity factor set forth 
in secton 4/7, and 


(C) the experience adjustment factor for that 
year computed under subsection 48(1), or 


(ii) where the result determined under paragraph 
48(1)(c) is less than the result determined under 
paragraph 48(1)(a) or (b), the result obtained by 


(A) adding the basic protection factor for that 
year determined under section 46 and the 
national productivity factor set forth in 
section 47, and 


(B) subtracting from the result obtained in sub- 
paragraph (i) the experience adjustment 
factor for that year computed under subsec— 
tion 48(2); and 
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(b) commencing in the third program year is 


(i) where the result determined under paragraph 
48(1)(c) is greater than the result determined 
under paragraph 48(1)(a) or (b) the sum of 


(A) six per cent, and 


(B) the experience adjustment factor for that 
year computed under subsection 48(1). 


(ii) where the result determined under paragraph 
48(1)(c) is less than the result determined under 
paragraph 48(1)(a) or (b), the result obtained by 
subtracting from six per cent the experience 
adjustment factor for that year computed under 
subsection 48(2)." 


Paragraph 46(d), which described the method of calculating the 
Basic Protection Factor for the third program year, has been 
revoked. 


The provisions, in subsection 43(2) of the Guidelines, for 
increases to three dollars and seventy-five cents, or by six 
hundred dollars, have not been changed. The portion of such 
increases which exceeds the increase permitted under the 
Guidelines will continue to be excluded from the calculation of 
increases in compensation. The application of subsection 43(2) 
is explained in detail in Compensation Technical Bulletin No. 
AI-7-C (Revised), issued January 28, 1977. 


Section 67.2, added to Part 4 of the Anti-Inflation Guidelines, 
provides for the phasing out of controls, starting on April 14, 
1978. It states: 


"This Part does not apply to guideline years commencing on or 
aftersApril 14, 1978 5! 


B. Arithmetic Guidelines for Groups 


The basic guideline for each group, for guideline years which 
start during the third program year, is six per cent. The basic 
guideline may be increased or reduced by up to two per cent, by 
the experience adjustment factor which, in turn, reflects the 
past compensation experience of the group. 


Only those groups for which the final guideline year starts 
during the period from October 14, 1977 to April 13, 1978, will 
be subject to the basic guideline for the third program year. 

If a guideline year starts on or after April 14, 1978, the group 
will no longer be subject to the compensation guidelines. 
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It should be noted that it is the date on which a group's guide- 
line year starts, rather than the effective date of the collec- 
tive agreement or unilateral compensation plan, which determines 
when the group will emerge from controls. 


In cases where, prior to October 20, 1977, the Anti-Inflation 
Board has recommended an increase which is in excess of the 
arithmetic guideline for a group, the higher increase will not 
be reduced as a result of the amendments to the Regulations. 
This could occur where the second or third year of a multi-year 
agreement starts during the third program year. In such cases 
employers should not pay amounts in excess of the amount recom- 
mended. 


Some compensation plans contain a provision to increase compen- 
sation if the increase in the Consumer Price Index in any 
program year exceeds the basic protection factor for that year. 
Implementation of such a provision will not be permitted if the 
resulting increase exceeds the group's arithmetic guideline or 
the maximum permissible increase recommended by the Board. 


C. Reporiing Requirements 


Technical Bulletin AI-31-C defines "final guideline period" as a 
period beginning on the first day of a final guideline year and 
ending on December 31, 1978. "Final guideline year" is defined 
as a period of 365 days beginning on or after April 14, 1977, 
aude pELonrcosAprel, 14) 1978s 


It is recognized that a guideline year which starts between 
January 1, 1978, and April 14, 1978, will not end until as late 
as April 13, 1979, three and one-half months after the termina- 
tion of the Anti-Inflation Act. Employers will nevertheless be 
required to report increases in group compensation for the full 
365 days of each guideline year starting in the period from 
Octobe nel. loi vm tosAp rai lore Lovior 


If a proposed increase in compensation, for a group of employees 
whose guideline year extends beyond December 31, 1978, is found 
to be excessive, the employer will be required to demonstrate, 
to the satisfaction of the Anti-Inflation Board, that a proposed 
increase in compensation is at an acceptable level as of the end 
of the final guideline period (that is December 31, 1978). 


D. Reports of Group Compensation 


The existing forms (AIB-2, AIB-3 or AIB-4) are to be used by 
employers to report increases in group compensation to the Anti- 
Inflation Board. The sections which deal with calculation and 
application of the Basic Protection and National Productivity 
Factors are not to be completed. Instructions will be provided 
to assist employers to complete the forms for a guideline year 
starting in the period from October 14, 1977 to April 13, 1978. 


‘uoTSSTWUOD eT 1ed sagpueuWodeI suoTzejUSWsNe 

xne sUIOJUOD Bias ‘sanayeotput sep uotjeot{dde,p spotagd ey] 

ep No sguue,{ ep UTZ eT B fInb JueqUOW Ne sgIIWT]T 917g WUOIASP 
squoweted sto] aq ‘a91gYd BTA 9p gITUuWepuT sun, p JusWested 

Np VOSTeI VE SUOTIBTJUL,][ 9IqWUOD 379NT |p uotsstwUOD e{ ied 
agpueUUIodeT UOTIeUSUZNe, [| Aasssedap quoAinod su g/G{T [TIA EC] 
PT 39 /L6T 9190390 HT PT 91qUe JueSsusMUIOD SinsdzeOTpUT Sep UOT. 
-eotidde,p sguue sun anod votjeigunugs eT ap suotj}equsUsne seq 


‘adnoi3 np enbiqagwyziae anazeoTput,{— (q 
72 ‘ques anod xis (® 


:SJUBAINS xNe} Sop xIpuTOW BT 2139S OdI,] BP UOTJeJUeUZNe,p xneq 
a] onb quesoddns usd g/6]T [TAAe ET PT 99 L/6T 31903790 wy] ZT 2Vaqus 
queSuswuios sinajyeotput sap uotjzesttdde,p sguue saz anod s1ayo 
STA Vp Ss_}TUWapUuT sap sjqUeMeTed Sa_T JUOATaTNdTed sanefko [dus seq 


“uotysenb 

ua gsguue,, inod aseq ep uotj9930AId ap quaToTjJzv09 a] sed 

gnbtput xnej ne JIeit9qjusw3ne votjyewwosuod e][ e xIid sap sdoTpUr,| 
anb quesoddns us Ie} 9729 B [NITeS 9d ‘owMeIZ0Ig Np sguUue 
sugTxnNep eT no svigtweid ey Juepused juesuswuiods sinajzedTput sap 
uotjeotidde,p saguue seyT inog ‘“sSAnajyedtpul sap uotjzeottdde,p 
aguue anbeyd op inof astuiap a] saghed quotas tnb a1ayd ata op 
sgjtuweput sap uotjzoefoid sun vsitey |vp snus quos sanohoTdua saq 


@Igyo SIA ap saqtuwepuy 


"SL61T TEAA® ET PT 39 LL6T 9490990 HT BT B1}Ua JueSuUdUUIOD 
Sinayeotput sap uotzedt{dde,p aguue sun anod saynwai0j sat 
itjdwei e sinaso[dwa say iapte Anod satuinoj jyuorss suotjoNaqsut 
seq ‘sati[dwa1 3199 sed quotAsp 9u ayeuoT jeu 27 TA17 onpo ad 

ap WITITJZIOO Np Yo |aseq ap uotjII9}0Id Bp JUaTOTJJ909 Np uotjed 
-t[dde,, ap 3@ [NOTeS np qusztTe13 Inb suotjoes say ‘uot eTJUT, | 
@1qU0D 333N{ Vp UOTSSTuMIOD BT B vdno1i3 ap vuoTJeIgUNUEI eT 

ap suotjzequewsne sat 19j10dde1 anod sanshoTdwe say aed sagstj{iqn 
917g WUOTASP (7-GIV 19 €-GIV ‘7-G1V) SequeISTxs satnwm10j seaq 


adnois ap uotjze1gunu|aI eT ins sz1oddey q 


“(8L61 21quecap TE BT Sa Inb) sinsajyeotput sap uotjzeoty{dde,p 
aTeutw19} spotted e, ep uty eT eB aTqeqdaoo0e nNeBVATU UN eIpUutsqqje 

uotjyergunug1 ey ap asgsodoid uotjequowsne, |, anb ‘uotjeyzut, | 
913U0D 339N]T ep VOTSSIWWOD B[ Sp UuOTIIeFSIVeES eT eB S191JUOWEPp ap 
nua} e1as anefoj{dua,, ‘aatssaoxe ag23nf ysa ‘g/6] siqwadcap [TE np 
B[ep—ne eA SinazedTput sep uotzeodtydde,p sguue,{ yuop sgho dua, p 
ednoi3 un anod ‘uotjeigunugi eT ap vasodoid uotjzequsMsne sun IS 


"SLZ61 TTAAe ET NB //6]T 31G0390 HT Np eT[e spotied ey, ap 
Sinod ne Juesusuwod sinsjeotput sap uotjzeot{dde,p saguue anbeyo 
ap sanof (¢cg9¢) buro-aquextos Juss st01q sat anod sdnoizZ ap 


a ee 


E. Cost of Living Allowances 
eee ee Pe A) Lowances) 


Employers are required to project the cost of living allowances 
(COLAs) which would be paid on the last day of each guideline 
year. For guideline years beginning in the first or second 
program year, this was done by assuming that the Consumer Price 
Index would increase at the rate indicated by the Basic 
Protection Factor for that year. 


Employers will calculate COLA payments for guideline years 
Starting during the period from October 14, 1977 sweo Aprailel3- 
1978, by assuming that the rate of increase in the CPI will be 
the lesser of: 


(a) six per cent, and 
(b) the arithmetic guideline for the group. 


Increases in compensation for a guideline year starting in the 
period from October 14, 1977, to April 13, 1978, may not exceed 
the increase recommended by the Anti-Inflation Board, by reason 
of the payment of a cost of living allowance. Such payments 
Must be restricted to that amount which, at the end of the 
guideline year or period, will be within the increases recom- 
mended by the Board. 


The increase in the CPI, during the second program year, was 
greater than the six per cent Basic Protection Factor for that 
year. Some groups, in guideline years beginning in the second 
program year, will have received COLA payments that resulted in 
total compensation increases in excess of their arithmetic 
guideline. In accordance with Technical Bulletin AI-15-C, the 
amount of such excess payments was to have been subtracted from 
the adjusted Basic Protection Factor, in the next guideline 
year. However, the recent amendments to the Regulations deleted 
the Basic Protection Factor adjustment provision (Paragraph 
46(d)) and established a basic guideline at six per cent. As a 
result, no action will be taken to reduce the third program year 
basic guideline for groups which, in the second program year, 
received COLA payments in excess of those projected. Technical 
Bulletin AI~15-C will be revised to reflect this change. The 
amount of the COLA being paid at the end of the guideline year 
is to be used to calculate the rate of compensation, when that 
guideline year becomes the base year, from which the permissible 
increase in the next guideline year is calculated. In accord- 
ance with Technical Bulletin AI-15-C, payments under "triggered" 
COLAs could not have been made during the second program year, 
if they would have resulted in an increase in excess of the 
group's arithmetic guideline or the maximum permissible increase 


recommended by the Board. 
Details on the methods of calculating and reporting COLA provi- 
sions will be contained in revised Technical Bulletin AI-15-C, 


to be issued shortly. 
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F. Employer Expenses Under Sections 61 and 63 of the Regulations 


Section 61 of the Regulations, as amended, states: 


"Where in a base year, an employer reimbursed the employees in a 
group, in whole or in part, for transportation, clothing, 
mileage, living or other similar expenses incurred by the 
employees in the performance of their duties, the employer shall 
not in the guideline year immediately following the base year 
increase the rates of the allowances paid in respect of such 
expenses during the base year by an amount that results in an 
annual percentage increase in excess of 


(a) for a guideline year commencing in the first or second 
program year, the basic protection factor for that 
year, and for a guideline year commencing in the third 
program year, six per cent, or 


(b) the actual annual percentage increase in the expenses 
incurred by the employee in that year, 


whichever is the greater." 


Paragraph 6l(a) formerly made reference to the Basic Protection 
Factor. The amended Section 61 provides that reimbursable 
expenses, in a guideline year starting in the third program 
year, may be increased by six per cent or the actual annual 
percentage increase in the expenses incurred by the employee in 
that year, whichever is the greater. 


Compensation Technical Bulletin No. AI-l1-C, dated May 20, 1976, 
states that "equalization payments" such as isolation or 
northern allowance payments, are considered as reimbursable 
expenses under Section 61 of the Regulations. The amended 
Section applies to changes in allowances during guideline years 
starting in the third program year. The Technical Bulletin will 
be revised to reflect the amendment to the Regulations. 


Section 63 of the Regulations, as amended, states: 


"The total expenditures incurred by an employer in a guideline 
year to hold, or have employees attend training sessions, sales 
meetings or conventions shall not exceed the total of such 
expenditures incurred in the base year by an amount that results 
in a percentage rate of increase ln excess of the basic protec— 
tion factor for a guideline year comme nc ing in the first or 
second program year, and for a guideline year commencing in the 


. " 
third program year, six per cent. 


The increase in the expenditures incurred by an employer in 
holding sales meetings or sending employees to attend conver 
tions, seminars, etc., in a guideline year, starting in the 
third program year, may not exceed the expenditures incurred in 


the base year by more than six per cent. 
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G. Boards of Directors - Permissible Increase for Guideline Years 
Commencing in Third Program Year 


Compensation Technical Bulletin No. AI-19-C (as amended by 
Bulletin AI~28-C) explains the method used to control outside 
directors' compensation under the Anti-Inflation Regulations. 
Briefly, it states that the average fee per meeting, the average 
annual retainer or a combination of the two, may be increased in 
a guideline year by the sum of the applicable basic protection 
factor and the national productivity factor, provided the 
average increase in compensation for a group made up of outside 
directors does not exceed $2400. 


Because the Regulations no longer refer to a Basic Protection 
Factor for the third program year, the basic guideline of six 
per cent will be the permissible inerease for an outside 
directors’ group, in a guideline year starting in the third 
program year. The average fee per meeting, the average annual 
retainer, or a combination of the two, may increase by six per 
cent in a guideline year starting in the third program year. 
The $2400 maximum will continue to apply. Compensation 
Technical Bulletin No. AI-19-C will be revised. 
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Errata Sheet 
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Anti-Inflation Act Regulations 
Part 1 -- Division 2 

Amendment to paragraph 4(2) (h) 
Paragraph 4(2)(h) should read: 


h) that part of the adjusted operating profits of a sup- 
plier, other than a supplier referred to in subparagraph 
3(2) (a) (ii) of the Act, that would not, except by virtue 
of the operation of subparagraph 3(2)(a)(iv) or (v) of 
the Act, be otherwise subject to this Part and that 
arises from a construction industry contract entered 
into as a result a bona fide bid or tender competition 
in which at least two suppliers who were at arm's 
length, within the meaning of section 251 of the Income 
Tax Act, submitted secret bids or tenders. 


Part 2 -- Guidelines for the Restraint of Professional 
Fees and Income -- Pages 26 and 27 


Subsection -- Interpretation 
Clause 25(2) “practitioner” 
Paragraphs (b), (c)(i), and (d) should read: 


b) a partner in the firm if during the fiscal period or 
part thereof when he was a partner, the individual 
devoted at least one-half of his normal business hours 
EQtnewabhLarsnotmbenemraurn. 


c) (i) devoted at least one-half of his normal business 
hours to the affairs of the firm, and 


d) an employee of the firm who, during the fiscal period or 
part thereof when he was an employee, devoted at least 
one-half of his normal business hours to the affars of 
the firm and derived more than one-half of his income 
that he derived from the firm 
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bose. Errata 
* 
Part 1) Divasion a) interpretation — Section: 3). 
The following definition should be inserted immediately 


before the definition of "Allowable Costs": 


"Adjusted Operating Profits" means gross revenue from 
operations minus allowable costs." 


Rawele Oe tH one 
L'Alinéa 13(1)c) est abrogé et remplacé par ce qui suit: 


c) "si, dans cette partie de son entreprise, il n'a fourni 
aucun produit semblable au cours de la période de base 
et s'il peut allouer des cofits au produit au cours de 
la période d'observation, la section 6 s'applique 4a 
lui a 1'égard de ce produit jusqu'a la fin de la 
premiére période d'observation qui se termine plus de 
182 jours aprés qu'il commence a fournir le produit, 
et ses bénéfices rajustés d'exploitation par unité 
du nouveau produit au cours de la période de base sont, 
sous réserve du paragraphe 8(2), réputés égaux 4 ses 
bénéfices rajustés d'exploitation par unité du nouveau 
produit au cours de cette période d'observation." 


Part 1, Division 6, Paragraph 20(3)(g), replace "base 
categories" by "product lines". 


Partie 1, Section 6, alinéa 20(3)g), remplacer “catégories 
de base actuelles" par "lignes de produits existantes". 


Partie 2, paragraphe 27(3), remplacer "le 13 octobre 1975" 
par "un 13 octobre". 


Partie 2, l'alinéa 25b), remplacer "pu raisonnablement étre 
prévus par la firme;" par "aux efforts de la firme;". 


Partie 2, sous-alinéa 29(7)g)i), remplacer "$4,000" par 
MESA KOKO) 


Part 2, sub-paragraph 27(1)(g)(i), replace "necessary set" 
by "necessary to offset". 


Ew Anti-Inflation © Commission de lutte 
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